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From 30th September to 14th October the Sixth comments to summarise some general principles 


Session of the Indo-Pacific Fisheries Council was 
held in Tokyo. 51 participants were present, each 
of the 16 member governments having sent at least 
one delegate, beside which Portugal and New Zea- 
land were represented by observers, as were the 
Commission International pour |’Exploration Scien- 
tifique de 1a Mer Mediterranee, Pacific Science 
Council, South Pacific Commission, UNESCO, and 
the World Meteorological Organization. The United 
Kingdom delegation was headed by Dr. F. D. Om- 
manney, Director of the Singapore Regional 
Fisheries Research Station. Prof. D. Barker, Act- 
ing Director of the Fisheries Research Unit. Univer- 
sity of Hongkong, was the alternate delegate and 
the following persons served as advisers: Dr. Tham 
Ah Kow, Chief Fisheries Officer of the Depart- 
ment of Commerce and Industry, Singapore; Mr. 
W. D. Orchard, Fisheries Officer of the Department 
of Agriculture, Fisheries and Forestry, Hongkong; 
Mr. I. Petersen, Marketing Officer of the Co-opera- 
tive and Marketing Department, Hongkong; Mr. 
I. D. Bromhall, Chief Scientific Officer of the 
Fisheries Research Unit, University of Hongkong; 
and the author of this article. The Tokyo Session 
of the I.P.F.C. was an important event from the 
point of view of the study and utilization of the 
water living resources of our region and therefore 
it deserves the attention of a wider public. 


1. The Aims and Methods of the Council: 
It may perhaps be useful at the beginning of these 


concerning the functions, and the manner of work- 
ing, of international bodies such as the IPFC. The 
Council has no executive function and is essentially 
advisory and consultative. The purpose of the 
IPFC, as of similar councils, is not to influence 
industries (for that is the duty and prerogative of 
governments) but to influence governmental pro- 
grammes. The Council is an assembly of the per- 
sons concerned, in the member countries, with the 
fisheries of those countries. These persons through 
meetings and correspondence exchange experience, 
views, and opinions in order to influence one 
another’s work to mutual advantage. Increased 
production from fisheries, improvement in the in- 
dustries, and so forth, are the Council’s ultimate 
objectives; but its immediate objective is to provide 
the machinery whereby this influence may be exer- 
cised. Its immediate objective is thus to ensure the 
exchange of views, the co-ordination of activities, 
and the acceleration of the governmental work that 
will promote the ultimate objectives. Its first 
function is to bring fishery workers together, and 
through the work of its committees and_ sub- 
committees, and of its secretariat, to effect a con- 
stant flow of information between workers. There 
is a further function, namely, to offer advice to 
member governments on their fishery programmes. 
Because of the specially qualified nature of the 
people who attend its meetings, the Council is in 
an advantageous position to review information con- 
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cerning the fisheries of the Indo-Pacific region and 
to draw the attention of member governments to 
the implications of the conclusidns that may be 
drawn from that review. 


Before the Tokyo Session five successful meet- 
ings have been held, and the papers presented at 
these meetings published. These papers, and the 
other documents published by the Council, are use- 
ful contributions to fishery literature. The Coun- 
cil at its meetings has made many recommenda- 
tions: some of these, such as those concerning train- 
ing centres, have been taken up and acted on with 
marked success; others have been taken up in part, 
whilst others have been neglected. The value of 
the contributions to the Council’s work has steadily 
increased over even the short period of its life. At 
the beginning there was much to record that was 
of local and particular nature; this material had to 
be gathered as a descriptive basis essential to the 
Council’s discussions. However, one can observe in 
the printed proceedings of the Council’s meetings 
a constant progression towards more general work 
—that is to say, participants in the Council’s acti- 
vities are more commonly presenting their work in 
a way that endows it with a generality having re- 
levance to situations other than their own. 


Under the influence of the Council the utiliza- 
tion of fisheries resources is improving. This finds 
its expression in the considerable work that is being 
done in such matters as, the management of fish 
stocks, development, conservation and husbandry. 
In connection with sea fisheries, it may be noted 
that the IPFC was referred to at the U.N. Con- 
servation Conference held this April in Rome, as 
being one of the organizations on whom jurists would 
depend for the collection of certain scientific know- 
ledge necessary in arriving at a set of principles 
upon which conservation measures could be found. 
This is a further illustration of the value of the 
Council. 


The Council is closely collaborating with the 
Food and Agriculture Organization of the United 
Nations. Several suggestions were presented by 
the FAO for discussion at the Tokyo Session. 
Among them, mention should be made of the FAO 
plans for the survey of living aquatic resources of 
the world. An essential feature of the plan is to 
develop the world-wide appraisal by way of re- 
gional appraisals. As far as the exploitation pro- 
gramme is concerned, the Ceuncil has a well es- 
tablished pattern of work concerned with fishing 
gears and methods, fishing craft, the.methods of 
processing fish and fishery products, the marketing 
and handling of fish, and the socio-economics of 
fishing communities. The Council gave always 
much emphasis to social and economic problems. 
It is concerned with the situation of the fishermen 
of our region, caught in a vicious circlé of poverty 
and low efficiency. The Council thus recommended 
that fishery departments should try to break this 
circle and the discussions of the socio-economic pro- 
gramme have helped workers to clarify their 
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thoughts on these matters and to gather hints as 
to how they might improve their programmes. 


2. The Sixth Session of the IPFC: The 6th 
Session of the Indo-Pacific Fisheries Council was 
opened by Mr. Ichiro Kono, Minister of Agriculture 
and Forestry of Japan. In the opening address 
Mr. Kono pointed out that the world food produc- 
tion has increased remarkably in recent years thanks 
to the untiring efforts of the countries concerned 
as well as the Food and Agriculture Organization 
of the United Nations. He admitted, however, that 
the present food situation in the Indo-Pacific region 
is still far from satisfactory and that much greater 
increases in food production are required, especially 
in the field of marine products as a source of pro- 
tein supply. Mr. Kono observed that a survey of 
the situation of marine products in the Indo-Pacific 
region shows that the greater part of the marine 
resources in this vast area remains underdeveloped, 
and concluded that one of the important problems 
for this region, therefore, is to discover how to ex- 
ploit, utilize and conserve these undeveloped re- 
sources. 


The Chairman of the Council for 1954/55, Mr. 
Boon Indrambarya of Thailand, thanked the Govern- 
ment of Japan on behalf of the Council for the 
invitation to hold the Session in Tokyo-’and also 
on behalf of the delegates for the arrangements 
made for their reception and for the excellent meet- 
ing facilities. He believed that it was especially 
appropriate that this Session should be held in a 
country in which fish formed such an important 
part of the diet and which has, therefore, a highly 
developed frshing industry. He praised the spirit 
of dedication of the Japanese fishermen and fishery 
scientists, which, he beljeved, were responsible for 
the maintenance of reasonable standards of nutri- 
tion for a growing population living on a relatively 
small arable land area. The Chairman added that 
most of the countries represented are faced with 
the same problem of balancing food and popula- 
tion. Their governments are becoming more and 
more convinced of the urgent need to turn to the 
water for fish as a source of additional food and 
it was hoped that delegates might take back with 
them the conviction that some of their own pro- 
blems are by no means insuperable. Mr. Boon 
Indrambarya stressed that many governments are 
taking advantage of the skills of Japanese opera- 
tives and technicians; some are forming joint fish- 
ing companies with Japanese undertaking, or are 
applying the results described in the Japanese 
fishery literature. 


The Chairman then introduced the representa= 
tive of the Minister of Foreign Affairs of the 
Japanese Government who conveyed a message to 
the Council. Mr. R. H. Fiedler, Chief Technical 
Assistance Officer of the Fisheries Division F.A.O., 
conveyed a message from Mr. P. V. Cardon, Director 
General of the Food and Agriculture Organization. 
This address was followed by the statements made 
by the delegates of the member. countries: Austra- 
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lia, Burma, Cambodia, Ceylon, France, India, Indo- 
nesia, Japan, Korea, Netherlands, Pakistan, Philip- 
pines, Thailand, United Kingdom, United States of 
America, and Vietnam. The representative of Por- 
tugal announced that his country would very soon 
become a member of the Council. He was followed 
by the observer from New Zealand and the repre- 
sentatives of the earlier mentioned five interna- 
tional organizations collaborating with the IPFC. 


3. The Statement of the U.K. Delegation: 
The delegate for the United Kingdom, Dr. Om- 
manney, stated that Her Majesty's Government 
welcomes the opportunities for the exchange of 
views on technical and scientific aspects of fisheries 
which the sessions of the Council afford. He point- 
ed out that two research stations have been es- 
tablished on British territory in South East Asia, 
the first in Hongkong and the second in Singapore. 
In his opinion, the most significant feature in the 
development of the industry in Malaya in recent 
years has been the steady progress in mechaniza- 
tion. The process is encouraged and fostered by 
the Government through training courses for fisher- 
men. In spite of increased fishing density, the total 
yearly landings show no increase for the past five 
years. It is evident that fish must be sought far- 
ther afield and that an offshore fleet must be 
trained and developed. Preliminary exploratory 
work with this end in view has already been’ done 
by the headquarters vessel M. F. V. Dunvegan and 
will now be continued and expanded by the Singa- 
pore Regional Fisheries Research Station. The 
large entrepot trade which Singapore carried on in 
salt fish has declined rapidly of recent years owing 
to the restrictive measure of certain importing 
countries. Turning to the fresh water fisheries, 
the improvement in emergency conditions in the 
Federation of Malaya has led to an increased in- 
terest in fish culture, especially in the Chinese new 
villages. 


In British North Borneo, the culture of fresh 
water fish is financed under a Colonial Develop- 
ment and Welfare Scheme administered by the De- 
partment of Agriculture. 


In Hongkong extension work was continued by 
the provision of loans to fishermen for mechaniza- 
tion of their vessels; the training of skippers, cox- 
wains and engineers; the introduction of non- 
indigenous fishing methods; and new techniques of 
oyster culture based on established Japanese 
methods. The Fish Marketing Organization in the 
Colony is operating with continuous success and in 
view of increased landings of fish at the markets 
various improvements, particularly with regard to 
landing facilities, are now being actively considered. 
The Fisheries Research Unit which has been set up 
within the Department of Biology of the University 
possesses its own research vessel, the F.R.V. “Alister 
Hardy”, and its staff are engaged in research into 
marine and inland fisheries, oceanography and 
oyster culture. In addition, experiments with non- 
indigenous types of fishing gear are being pursued 
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in the fishing grounds within 200 miles of the 
Colony. The Hongkong University Fisheries Jour- 
nal No. 1 was published in December 1954 and it 
is anticipated that successive volumes recording the 
scientific work of the Unit will be produced an- 
nually. 


4. Technical Assistance: The Council con- 
firmed its belief in the importance of the Technical 
Assistance Programme of FAO to assist govern- 
ments in the full development of their natural 
aquatic resources and expressed the hope that such 
assistance may be made more extensive in the 
future. It was noted that the delegates of certain 
governments to the 6th Session were still concerned 
over the fact that it had not been possible for them 
to obtain badly needed FAO technical aid to assist 
them in their incipient fisheries programmes. It 
was also recorded that when the same observation 
had been made at: previous sessions, it had become 
clear that the lack of technical assistance in certain 
member countries was mainly due to the govern- 
ments themselves not having given sufficient priority 
to fisheries when framing their over-all requests 
for technical assistance in food and agriculture. It 
was, therefore, resolved to recommend to member 
governments that the fisheries projects be given at 
least the same attention as projects in other fields 
at the time of compiling requests to the Technical 
Assistance Board for FAO technical aid. The 
Council also recommended to the delegates of mem- 
ber governments that, on their return to the coun- 
tries, they themselves should make every effort to 
see that their own projects were submitted to the 
competent UN Organization, and were not lost sight 
of. 


The Council then considered the question of 
joint projects for technical assistance, with the 
participation of several countries in the region fac- 
ing similar problems. It was recalled that the 
Council had, for some years past, placed consider- 
able importance on the possibility of embarking on 
joint projects, and it was hoped that it might be 
possible in the near future to initiate some such 
scheme under the joint sponsorship of _ several 
governments. In particular, the possibility of 
initiating joint projects to study the stocks of Hilsa 
and Rastrelliger, was considered. The United 
Kingdom has appointed a marine biologist to specia- 
lize in Rastrelliger studies at the Singapore Re- 
gional Research Station. In connection with this, 
on behalf of the Government of the Federation of 
Malaya, the UK delegate extended an invitation to 
the members of the Rastrelliger sub-committee to 
hold their deliberations in Malaya in 1956. 


§. Technical Instruction: The Council con- 
sidered the Reports on the Bangkok Fisheries Statis- 
tics Training Centre held in 1952 and on the Fish 
Marketing Training Centre held in Hongkong in 
1954. The Council noted with satisfaction the 
success with which these Training Centres had been 
conducted and the results which were already be- 
coming apparent among workers in the region who 
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had attended them. The Council was apprised of 
the formation, by the participants in the Hongkong 
Fish Marketing Training Centre, of an “Indo-Pacific 
Fish Marketing Association”, and of the widespread 
desire to continue the work initiated at the Centre. 
Being convinced of the urgent need for improve- 
ments in fish marketing in this region, notwith- 
standing the progress which has already been 
achieved in some territories, the Council resolved 
to instruct the Secretary to express to the Govern- 
ments of the United Kingdom and of Hongkong, 
and to the Director General of the Organization, the 
Council’s sincere thanks and appreciation of the 
effective action taken to implement the resolution 
passed at the Council’s 4th Session, recommending 
the holding of such a Centre. 


The Council believed that it would be advan- 
tageous if a sub-committee on Fish Marketing were 
to be formed and that governments be invited to 
report to the Council, through this sub-committee, 
their present and proposed plans for Fish Market- 
ing improvements. It was also decided to request 
the Organization to continue its efforts to foster 
the training in Fish Marketing commenced in Hong- 
kong, with emphasis on the role of government and 
private enterprise in fish marketing and financing, 
co-operative organization and management of 
fisheries; the mitigation of the farmful effects, both 
to the consumer and to the producer, of fluctuations 
in availability of fisheries products; consumer ac- 
ceptance of new products; equipment and methods 
in fish market management; and fish handling, pro- 
cessing and transport. The Council believed that 
member governments should consider the possibility 
of offering to act as host for a Training Centre in 
Fisheries Administration, including statistics, co- 
operatives, marketing and fishery economics and 
that, once such an offer had been received, 
the Organization make all possible steps to organize 
such a Training Centre, if possible, in 1956 but if 
not, in 1957. It was believed that such a Training 
Centre should be of three months duration, and in 
case all five subjects could not be simultaneously 
included, priority should be given to courses on 
Fisheries Administration and Statistics. A sugges- 
tion was also accepted that the Council’s Secretariat 
should examine the possibility of organizing in the 
near future a one-year Diploma Course in 
Fisheries Administration attached to one of the 
universities in the region. It was hoped that for 
this course FAO fellowships as well as grants from 
various foundations might become available. 


It was noted that arrangements had been con- 
cluded for the holding of a third Inland Fisheries 
Training Centre in Indonesia in October 1955. The 
other centres are still an open matter. 


In addition to the holding of training centres, 
several recommendations were made concerning the 
publication of handbooks and pamphlets on fishery 
statistics, handling and processing of fishery pro- 
ducts, the status of middleman in the different 
stages of economic development of countries in the 
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region, general introduction to fisheries science, fish 
culture, a handbook on fishermen co-operatives, 
bibliographical publications, etc. 


6. The Programme of the IPFC in the field 
of Socio-economics and Statistics:. It is impossible 
to summarize all technical recommendations ac- 
cepted by the Council in a brief article. They in- 
cluded such matters as the improvement of craft, 
fish finding, improvement of gear, relation between 
fishing methods and craft designs, meteorology, food 
technology,-and an extensive list of problems in the 
field of biology. From the point of view of the 
readers of the Far Eastern Economic Review, 
it may be of interest, however, to summarize briefly 
the results of the discussion which took place in 
the panel on socio-economics and statistics. 


It was decided that the work of this panel should 
include: 


(i) Advances in the collection of adequate 
fisheries statistics, including. sampling 
survey methods in the production phase. 


(ii) Socio-economic problems affecting the pro- 
duction, processing and distribution of 
fisheries products; their solution. 


Advances in the development of fish mar- 
keting and distribution; development of 
consumption of fisheries producis to im- 
prove nutrition; the effect of consumer 
tastes for non-customary products and 
means of influencing them. 

Development of fishery extension services 
(i.e. the extension of scientific knowledge 
to the level of the fisherman and fish- 
farmer). 

(v) Significance of fish culture as an integral 
part of rural economy. 


Gii) 


(iv) 


The following aspects of the above programme 
were recommended for special attention of member 
governments in the ensuing period: 

(a) Economic aspects of fish processing. 

(b) Retail trade in fish products. 


(c) Trade in fish and fish products between 
the countries of the region. 


(d) Income-generating effects 
dustry. 


(e) Industrial relations in fishing industry. 


(f) ee aspects of air-transportation of 
ish. 


(g) Economic aspects of refrigeration. 


of fishing in- 


The importance of Fishermén’s Co-operative 
Societies as a means towards the improvement of 
the fishing industry, was stressed. The Council 
noted, however, that there are other furms of econo- 
mic organization, in addition to co-operatives, which 
may lead to the improvement of the fishery indus- 
tries in the region. For this purpose, the continua- 
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tion of the national surveys of economic and social 
aspects of fishing industry in the region was re- 
garded indispensable. 


The Council was apprised of the publication 
of the Survey of Fish Marketing in the Indo-Pacific 
Region, included in the Report on the Hongkong 
Fish Marketing Training Centre (FAO Report No. 
404). The hope was expressed that the recommen- 
dations made therein might be studied by member 
governments with a view to their adoption. The 
Survey permits a comparative study of fish market- 
ing practices in the countries of the region and 
indicates the possibilities for modification and im- 
provement in each territory. From the point of 
view of the international bodies, such as FAO, the 
Survey indicates the common problems which could 
be tackled by these bodies in order to formulate 
plans of action covering the region as a whole. 


Advances in the establishment of extension ser- 
vices were noted. The Council stressed that per- 


haps one of the most vital activities of govern- 


ments in the pursuit of fishery development is the 
provision of such services and that until such time 
as the welfare of the fishermen receives adequate 


| attention in the countries of the region, the produc- 


tive capacity of the operatives, who are the basic 
factor, will remain low. 


The Council recommended that the first Indo- 
Pacific Fishery Year for the area should be ob- 
served at the same time as the International Geo- 
physical Year in 1957/58 so that biological, fishery 
and geophysical data might be collected at the 
same time. In areas where personnel were not 
specifically available for collection of fishery statis- 
tics, actions would have to be taken to secure the 
assistance of agricultural, revenue and other offi- 
cers to staff the programme. The Council empha- 
sized that the Regional Training Centre for Fisheries 


| Administration should include in its curriculum the 
| training of those who would steer the collection of 


statistics in each country during the Fishery Year 
in order that compilation might be uniform and 
readily comparable. 


7. New Authorities and Arrangements for the 
7th Session: At the end of the Tokyo Session Dr. 
N. K. Panikkar of India was elected the new Chair- 
man and Mr. D. J. Rochford of Australia the Vice- 
chairman of the Council. With Dr. C. Miles, Re- 


| gional FAO Fisheries Officer, as the Secretary, the 


new executive committee will have a busy year to 
implement all the decisions, resolutions and recom- 
mendations of the 6th IPFC Session. It is hoped 


| that the work of the Council in the coming year 
| will be even more successful than it was in the past 


six years. In 1957, at the invitation of the Govern- 


| ment of Indonesia, the Council will meet again at 


Bandung to review the results and to discuss policies 
aiming at the best possible utilization of the aquatic 
resources of the region. 
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IN THE BAK EAS 


PART I 


During the six months of October 1954 to March 1955, 
production of cereals in the Far East excluding mainland 
China was lower by over 3% than the record production of 
1953/54. Rice production was almost 7% lower, but was 
nevertheless the seeond highest on record. The total sur- 
plus of rice available for export in 1955 in the traditional 
exporting countries of the region is smaller than in 1954, 
and export outlook has improved, following reduction in 
export prices and relaxation of restrictions on consumption 
and imports in some of the deficit countries. Production 
and, for the most part, export earnings of tea, cotton, jute, 
and rubber increased. Production and export volume of 
copra increased in the Philippines and Malaya; Indonesian 
copra exports showed a small decline. Sugar production and 
volume of export in 1954 were higher than in 1953 in the 
Philippines and Indonesia, but in Taiwan both production 
and exports were lower, according to the United Nations 
Economic Commission for Asia. 

As development programmes went ahead, industrial 
production reached new highs in most countries although the 
rate of increase showed signs of slowing down. Most coun- 
tries shared in the increased production shown by widely 
developed industries such as power, cement and cotton tex- 
tiles. On the other hand, only the major producing countries 
contributed to the production gains of other industries: coal 
in mainland China, Japan and India; petroleum and petro- 
leum products in Indonesia, Brunei and Japan; iron and 
steel, as also engineering, in Japan, mainland China and 
India; chemicals in Japan, India and China and Taiwan; and 
jute textiles in India and Pakistan. China has adopted its 
first five-year plan (1953-57), and India is setting up targets 
for the second five-year plan (1956-61), with stress being 
laid in both cases on the establishment of heavy industry. 

For the Far East as a whole, the year 1954 witnessed 
an improvement over 1953 in export earnings. The rise in 
the prices of most primary commodity exports, especially in 
the second half of 1954, contributed substantially to this 
result. Among industrial exporters, Japan effected a strik- 
ing increase in its exports, attributable to various factors 
including export promotion measures and relaxation of re- 
strictions by Sterling Area countries on Japanese goods. The 
rice exporting countries continued to experience declines in 
rice export prices, but at lower prices they were able in the 
first half of 1955 to export relatively large quantities of 
rice. 

There was a reasonable degree of price stability in many 
countries of the region, owing to the operation, in varying 
degrees, of factors such as increased domestic production, 
a larger supply of imports of essential goods, a narrowing 
aown of budgetary deficits and a continued inflow of ex- 
ternal aid, chiefly from the United States. Inflationary 
tendencies, however, still continued in Indonesia, Korea 
(south), Cambodia, Laos and Viet-Nam (south), and new 
inflationary tendencies emerged in Taiwan, Burma and 
Thailand. 


AGRICULTURAL PRODUCTION 


Cereals 


Owing to unfavourable weather conditions, the 1954/55 
production of cereals was over 3% lower than the record 


‘suffered on account of heavy rains. 


harvest of 1953/54, still ranking, however, as the second 
best harvest, at least since World War II. Rice production 
declined by over 4.8 million tons, of which India accounted 
for as much as 3.4 million tons and other countries, notably 
Cambodia and Thailand, for lesser amounts; however, in- 
creases were registered in Japan, Burma and Taiwan. Owing 
to reduction in the overall rice surplus of exporting coun- 
tries, reduction of rice export prices, and removal of restric- 
tions on consumption and imports in a number of deficit 
countries, the gap between exportable supplies and effective 
demand appeared narrower in early 1955 than in the pre- 
vious year. Nevertheless, exporting countries still needed to 
take energetic action to find external markets. Problems 
connected with the maintenance of domestic prices at levels 
fair to producers assumed importance. 


In Ceylon, the market price of rice declined on account 
of large production in 1954. As the government-guarantee 
price was higher than the market level, growers sold their 
produce to the government on a large scale. The govern- 
ment’s decision to increase the ration, from a weekly 2 Ib. 
for children and 8 lb. for adults to a general ration of 4 
lb. irrespective of age, further boosted offtake from the 
ration shops from 1,150 to 1,700 tons per day. There was 
little change in the food supply situation in early 1955. 
However, market prices, while remaining very substantially 
above the ration price, continued to decline, the fall between 
December 1954 and June 1955 being as much as 12 per cent. 
Sales cf domestic paddy and rice to the government con- 
tinued high, and as a consequence, the government was 
faced with a storage problem. Imports of cereals (includ- 
ing rice) were somewhat lower—120,900 tons in the first 
quarter of 1955 as compared to 133,300 tons in the corres- 
ponding period of 1954. 


The 1954/55 rice crop in India is estimated at 12 per 
cent less than that of 1953/54. However, it still exceeded 
the: production in 1952/53 as well as the average for the 
period 1948/49—1950/51. The firming effect on prices of 
cereals, which the decline of nearly 3.4 million tons in the 
1954/55 rice production might otherwise have had, appears 
to have been offset by better harvest of other grains, ex- 
tension of fair-price shops in areas where crops had been 
affected by adverse weather conditions, placing of addi- 
tional supplies of cereals on the free market through direct 
sales by the government to trade, the steady importation of 
cereals (particularly rice) from abroad, the easing of the 
world supply position of cereals (particularly rice), and the 
large stocks of cereals with government. Prices of cereals 
started declining towards the end of 1954 and the downtrend 
continued in the first quarter of 1955. With a view to pre- 
venting prices from declining te unduly low levels, a number 
of measures were taken. 

In Indonesia, the 1954/55 rice crop was appreciably 
larger than the preceding one but the output of other 
cereals, in some of the outer islands, is reported to have 
Domestic purchases of 
paddy by the Food Foundation, intended primarily for meet- 
ing the requirements of urban consumers, rose to 823,000 
tons in 1954, as against 805,000 tons in 1953. However, 
as compared with 1953, these purchases were. below the 
target. While early in 1955 it was felt that rice imports 
would not be necessary, it was decided in May to import 
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30,000 tons, primarily to strength food reserves and to cope 
with any shortages that might possibly arise in some of the 
outer islands. In Japan, government stocks of white rice 
amounted to 1.28 million tons in November 1954, 8 per cent 
less than a year before. However, the 1954/55 paddy crop 
at 11.4 million tons was 10 per cent higher than the preced- 
ing crop, and with its coming into the markets towards the 
close of 1954, the supply position improved considerably. In 
the Federation of Malaya, the rice crop available for con- 
sumption in 1954/5 was estimated at 658,000 tons of paddy, 
or nearly 7 per cent less than the previous crop. However, 
the supply position remained comparatively easy because of 
large carry-over stocks and imports. Average monthly im- 
ports of rice in the Federation in the first quarter of 1955, 
at 30,000 tons were 90 per cent more than the corresponding 
figure for 1954. In the Philippines, with the 1954/55 paddy 
crop smaller than the preceding one, the National Rice & 
Corn Corporation undertook sales of domestic and imported 
rice in cities at fixed prices. Considerable quantities of 
domestic paddy were purchased at fixed prices with the 
twofold object of assuring a reasonable price to producers 
and stabilizing rice prices in cities. To supplement domestic 
supplies, 16,000 tons of rice were imported in 1954; imports 
in the first quarter of 1955, however, were negligible. In 
April, the retail price was nearly 10 per cent lower than a 
month earlier. 

In the earlier part of 1955, imports of rice from the 
region by the main deficit countries were substantially 
greater than in the corresponding period of 1954. At the 
same time, owing to shorter 1954/55 crops in a number of 
countries or reduced carry-over stocks, the exportable sur- 
pluses of rice available with the traditional rice-exporting 
countries turned out to be somewhat smaller than in 1954. 
Nevertheless, they were large enough to call for downward 
adjustment of export prices and energetic efforts to find 
markets for available supplies. 

In Burma, the 1954/55 rice production was higher by 
8 per cent than that of the preceding year but was smaller 
than the 1952/53 output. The total surplus available for 
export was not materially different from that of the previous 
year. In 1955 the export price per long ton under the 
long-term contracts was reduced to £42, from £50 in 1954. 
The efforts made by Burma to find markets for its rice sur- 
plus met with considerable success, and the average monthly 
exports in the first half of 1955 at 150,000 tons were an 
all time post-war high. With large-sale contracts outstand- 
ing at the beginning of July, total exports for the year may 
well amount to 1.6 million tons. Because of an estimated 
shortfall of 1.6 million tons (milled rice) in the 1954/55 
crop as compared to the preceding one, Thailand had ant 
exportable surplus of only about 1.3 million tons, including 
carry-over stocks. The turning-over of rice-export trade to 
commercial channels from the beginning of 1955 facilitated 
speedy adjustment of export prices and favourable export 
conditions were thus created. At the beginning of February 
the f.o.b. price of W.R. 20 per cent was £41.10- per ton 
and that of W.R. 25 per cent was £37.10-. There was 
some firming up of prices in the following two months, how- 
ever, and in April W.R. 20 per cent was quoted at £43.10- 
per ton. Total exports of rice during the first 5 months 
of 1955 amounted to 592,000 tons or 47 per cent more 
than the exports in the corresponding period of 1954. Ex- 
ports to Japan in the first five months of 1955 amounted 
to 241,700 tons (41 per cent of total) as against 159,000 
tons in the corresponding period of 1954 (39 per cent of 
total). 

In Cambodia, the 1954/55 rice production was slightly 
more than half of the production in 1953/54 and as a con- 
sequence the country was expected to become a net importer 
in 1955. Arrangements were under way, in the second 
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quarter of 1955, for importing seed paddy from Thailand. 
A small quantity of rice (23,711 tons) was, however, ex- 
ported in the first quarter of 1955, apparently against 
earlier commitments. In Viet-Nam (south), the 1954/55 
rice production was not materially different from that of 
the previous year. However, owing to the large influx of 
refugees and unsettled conditions in the countryside, ex- 
ports were likely to be well below the previous year’s level. 
The price of No. 1 rice 25 per cent broken f.a.s. Saigon 
increased by nearly 20 per cent between mid-January and 
mid-May 1955. Actual rice exports in the first quarter of 
1955 amounted to 38,412 tons as against 59,608 tons in the 
first quarter of 1954. 


In Pakistan, rice production in 1954/55 was somewhat 
smaller than in the previous year but exceeded the 1952/53 
production as well as the average 1948/49—1950/51. The 
supply position of cereals improved considerably following 
harvesting of autumn crops and all restrictions on domestic 
movement of, and trade in, rice were removed in October 
1954. Export of rice was also made free, subject to export 
price check and limits on overall exports set by the cen- 
tral government. Subsequent to October 1954, the central 
government, out of its stocks, sold 98,000 tons of rice to 
traders for export. About 40,000 tons were being exported 
to Ceylon early in 1955. The wheat crop harvested in the 
spring of 1955 turned to be fairly good and prices declined 
following its arrival at the markets. Restrictions on move- 
ment of wheat from producing areas were removed and 
the government experienced no difficulty in procuring sup- 
plies. With a view to stabilizing prices the central govern- 
ment decided in early 1955 to maintain a buffer stock of 
half a million tons of wheat. 


In China, the 1954/55 rice crop on the mainland suffered 
serious damage from floods. However, the production of 
intermediate and late varieties are reported to have come 
up to the 1953 level because of higher yield’ in areas not 
affected by floods. Reports of shortage of cereals in cer- 
tain parts of the mainland were current early in 1955, and 
the system of State trading in foodgraings introduced in 
1953 was experiencing difficulties. Efforts were being made 
to improve both the collection and the distribution aspects 
of State trading through adoption of a policy of “fixed pro- 
duction, fixed purchase and fixed marketing” and through 
improvement of the administrative organization. The effect 
of these improvements would probably be felt late in 1955 
or early in 1956. It appeared doubtful, however, that the 
exportable surplus of rice in 1955 would be as large as in 
1954. China purchased rice from Burma, to resell some of 
it to Ceylon to meet the obligations entered into with that 
country. Certain quantities of rice were, however, being 
exported to Japan and in the first quarter of 1955 these 
amounted to 58,000 tons. 

In Taiwan, the 1954/55 rice crop was nearly 5 per cent 
greater than the previous crop. Rice prices tended to de- 
cline from September to November 1954, but started firming 
up from December 1954. In January 1955, the wholesale 
price of grade 2 rice was nearly 13 per cent lower than 
in January 1954, but by March 1955, rice price had risen 
again and was only 2 per cent lower than a year before. 
Rice exports in the first quarter of 1955 amounted to 61,000 
tons, whereas in the first quarter of 1954 there were no 
exports. A trade agreement, operative as from 1 April 
1955, provides for export of 150,000 tons of rice to Japan 
in exchange for fertilizers, machinery, etc. 


Tea 


During 1954, a strong import demand and speculation 
pushed up tea prices to new record heights. The almost 
continuous upward tendency of tea prices provided an in- 
centive for stepping up production through increased applica- 
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tion of fertilizers and more intensive pluckings. Weather 
conditions, too, were favourable. Consequently, the total 


output of tea in the principal producing countries of the 
region exceeded even the record level of 1951 by nearly 
100 million Ib. In Ceylon and Indonesia, the volume of 
exports exceeded the 1951 level; in India and Pakistan, 
it was lower. The total exports in 1954 from the four 
countries combined, at 915 million lb., were 3 per cent greater 
than the exports in 1951 but 1 per cent lower than in 1953; 
they were however well below the maximum export quota oi 
nearly 1,091 million lb. permissible under the International 
Tea Agreement. 

Of the principal importing countries, imports into the 
United Kingdom showed a sizeable increase. In the United 
Kingdom import was reported to have increased by nearly 
40 million lb. in 1954 over 1953. The corresponding in- 
crease in United States import was nearly 6 million lb. 
Early in 1955, when tea price in London reached nearly 
twice the 1951 average, consumer resistance became ap- 
parent and traders reduced purchases. In spite of lower 
imports in January 1955, stocks in the United Kingdom in- 
creased and, at the end of the month, were sufficient to 
meet nearly three months’ requirements. Prices started 
easing and the downtrend continued in the following four 
months, owing to expectations of good crops in 1955. By 
23 May 1955, the average price of North Indian Tea at 
London auctions was 50 per cent lower than on 17 January, 
and the corresponding reduction for Ceylon tea was 40 per 
cent. 

The sharp reduction in tea prices brought to the fore, 
once again, the problems of regulation of supplies and 
improvement of the quality and competitive position of the 
tea industry. The International Tea Agreement, which 
aimed at regulating the supplies of tea entering interna- 
tional trade, expired on 31 March 1955, but its renewal 
was being considered by the countries concerned. The 
Indian planters’ associations requested their members to 
improve the quality of their tea in the current year. In 
Ceylon, where owing to coarser pluckings the quality had 
deteriorated somewhat in 1954 and early 1955, the Tea 
Controller asked the producers to improve quality. Export 
duties on tea were reduced both in Ceylon and in India. 
In Ceylon, the government also introduced a scheme for 
stabilizing tea price at Rs 1.5 per lb. in the Colombo auc- 
tions. All teas sold for export in Colombo auctions from 
23 May at prices below Rs 1.5 per lb. were to receive on 
export’ subsidy equal to the difference between Rs 1.5 and 
the actual price, subject to a maximum subsidy of 50 cents 
per lb. 


Sugar 


Of the three principal sugar-exporting countries in the 
Far East, the Philippines and Indonesia showed marked in- 
creases in production and exports in 1954. On the other 
hand, in Taiwan, both production and exports declined 
significantly. Prices. in international markets were lower 
than in 1953 and, in Taiwan, the combined effect of lower 
export prices and lower volume of exports was a serious 
decline in foreign-exchange earnings. In the Philippines and 
Indonesia, however, the increase in volume of exports was 
large enough to bring in more foreign exchange earnings in 
spite of lower prices. 

In the Philippines, the 1954 production of centrifugal 
sugar was 26.5 per cent higher than the 1953 output and 
exports at 869,000 tons were an all-time high. The 1954 
production in Indonesia was 16 per cent higher than the 
1953 output and exports at 210,000 tons in 1954 were 128 
per cent more than in the previous year. In Taiwan, pro- 
duction at 642,000 tons in 1954 was 29 per cent lower 
than in 1953, and exports at 522,000 tons, 40 per cent 
dower. 
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While the Philippines exported the bulk of its sugar 
to the United States, both Taiwan and Indonesia exported 
the major part of their sugar to Japan. 


During October and November 1954 prices of sugar 
in international markets were at or slightly above the mini- 
mum level envisaged under the international agreement, 
but they started declining from December onwards. Con- 
sequently the export quotas as originally fixed for 1955 
were 20 per cent lower than the basic export tonnages. 
However, with the emergence of the USSR and some other 
countries of eastern Europe as buyers of sugar, prices 
started going up, and in April the price of Cuban sugar 
was 3.32 U.S. cents per lb. In the light of improved de- 
mand, export quotas were increased in April and again in 
June. 


In the four months of 1955, exports from the Philip- 
pines, Taiwan and Indonesia were lower, by 8, 28 and 61 
per cent respectively, than the corresponding figures for 
1954. 


Cotton 


During the 1954/55 cotton season (August to July) 
production as well as consumption increased in the prin- 
cipal producing countries but in China there was a sub- 
stantial decline. In Pakistan the increase in production 
was very small while consumption increased by nearly 44 
per cent over the previous season. As a consequence, the 
exportable surplus of cotton, particularly of medium-staple 
varieties, was lower in that country. In Japan, the prin- 
cipal importing country, cotton consumption showed a sharp 
decline. 


The 1954/55 production in India, at 4.05 million bales, 
was 7 per cent higher than the previous crop. The season 
began with larger stocks, and imports in the first seven 
months, at 232,000 bales, were 18 per cent higher than the 
corresponding figure for the previous season. Mill consump- 
tion was higher in the first six months and the total for the 
season was also expected to be higher than in the previous 
season. In Pakistan, the 1954/55 production, at 1,225,000 
bales, exceeded the corresponding figure for the previous 
year by 25,000 bales. Internal consumption increased 
sharply and the total for the season was estimated at around 
660,000 bales. 


Owing to limited supplies of non-dollar cotton in rela- 
tion to demand, expectation of somewhat lower output in 
some countries and increased domestic consumption, prices 
of non-dollar cotton remained generally firm in the first few 
months of the season. In Pakistan, cotton prices at Karachi 
tended to rise in the second half of 1954 and Pakistan cotton 
became more expensive than comparable varieties of United 
States cotton. In the first four months of 1955, prices in 
Pakistan tended to decline in sympathy with the downtrend 
in world markets, and became competitive with those in 
other countries. Total exports from Pakistan from August 
1954 to February 1955 amounted to 241,000 bales or 44 
per cent of the exports im the corresponding period of the 
previous season. In the following two months, exports 
tended to improve, and those for April were nearly 19 per 
cent higher than the monthly average for the second quarter 
of 1954. 


Japan tried to curtail its production of cotton textiles 
in order to liquidate excess stocks and to correct the ad- 
verse external payments position. Cotton consumption 
during the 1954/55 season was estimated at around 2.1 
million bales or 18 per cent below that for the 1954 season. 
Imports in the first eight months of the 1954/55 season 
amounted to 1,350,000 bales, or 14 per cent less than the 
corresponding figure for the previous season. 
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Jute 

During the 1954/55 season, the total production of 
raw jute in India and Pakistan was slightly higher than 
that of the previous season. However, owing to reduced 
carry-over stocks at the beginning of the 1954/55 season, 
total supplies available were relatively smaller. Demand 
was appreciably better and-carry-over stocks at the end of 
the season were expected to be about half of the stocks at 
the beginning of July 1954. In Pakistan the total supplies 
of raw jute available in 1954/55 were estimated at around 
5.2 million bales as against 6.6 million bales in the previous 
season. Consumption in the country was estimated at 
around 600,000 bales. Total exports in the first seven 
months of the 1954/55 season amounted to 2,992,000 bales 
as against 3,137,000 bales in the corresponding period of 
the previous season. In the following three months, how- 
ever, exports at 1,416,000 bales were 26 per cent higher 
than in the corresponding period of the previous season. 

In India, the supplies of raw jute available from do- 
mestic sources were slightly larger but mill consumption 
and export of jute goods were at record levels. Output of 
raw jute at 3.2 million bales in 1954/55 exceeded that of 
the previous season by 24,000 bales and carry-over stocks 
with the mills (including press houses) exceeded those of 
the previous season by 26,000 bales. Mill consumption in 
the eleven months ending May 1955 amounted to 5.2 million 
bales or 582,000 bales more than in the corresponding period 
of the previous season. This increase in consumption was 
met partly by larger imports of raw jute from Pakistan and 
partly by increased use of mesta. Imports from Pakistan 
in the eleven months ending May 1955 exceeded those of 
the previous season by 241,000 bales. Production of mesta 
at 1,106,000 bales in 1954/55 was up by 450,000 bales. The 
high level of mill consumption could be maintained mainly 
because of the good export demand for jute goods. Thus, 
exports of jute goods in the first eleven months of the season 
at 783,400 tons were 8 per cent greater than those in the 
corresponding period of the previous season. An important 
development was the increase in the exports of sackings by 
nearly 19 per cent in the eleven months ending May 1955, 
over the exports in the corresponding period of the previous 
season. Exports of hessian showed some decline in 1954/55. 

Early in the 1954/55 season, prices of raw jute had 
shown some decline because of expectation of large crops 
in both India and Pakistan. Subsequently, owing to damage 
caused by floods, estimates of available supplies were some- 
what marked down. Demand, on the other hand, was ex- 
pected to be better than in the previous season. Prices 
started firming up from September onwards and by January 


1955 the price of white Jat Bottom at Narayanganj (Paki-. 


stan) stood at Rs 26 per maund or nearly 24 per cent higher 
than in January 1954. In February the upward trend was 
maintained but in March prices declined somewhat owing 
to expectation of a large crop in the new season. Never- 
theless, the price on 2 April 1955 was 7.3 per cent higher 
than a year before. 
Rubber 

World consumption of natural rubber during 1954 at- 
tained the record level of 1,793,000 tons. Production also 
increased in 1954 over that of the previous year, but it was 
well below the record level of 1951. The excess of world 
production over consumption in 1954, at 87,500 tons, was 
the lowest on record since 1946. In the first quarter of 
1955, both world production and consumption showed some 
decline as compared to the last quarter of 1954, though 
in comparison with the first quarter of 1954 both were at 
higher levels. World consumption in the first quarter of 
1955 exceeded world production by 27,500 tons, 

Within the Far East, production in 1954 was 5 per cent 
higher than in 1953. Exports during 1954 exceeded the 
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1952 and 19538 levels. In the first quarter of 1955, both 
production and exports were larger than during the corres- 
ponding period of 1954. 

With the exception of Ceylon, almost all producing 
countries shared in the increases in production and exports. 
In_ Indonesia, in particular, the increase in production was 
substantial; the output of small holders increased by 66,865 
tons in 1954 while estate production declined by 19,613 
tons. On the other hand, in Malaya, the output of both 
estate and small holders increased, though the latter showed 
a higher percentage increase over the 1953 production. In 
the first quarter of 1955, production in Malaya was larger 
than the corresponding figure for 1954, but lower in Indo- 
nesia and Ceylon. 

Owing largely to the increase in consumption of rubber 
and the narrowing of the gap between production and con- 
sumption, prices started rising from the second quarter of 
1954 and the uptrend continued till February 1955 when 
the Singapore price of RSS No. 1 at M$ 0.9911 per lb. was 
81 per cent higher than the price a year before. In March 
there was a small decline in prices but in May the price 
again increased slightly to M$ 0.9102. 

Higher prices and a larger volume of exports resulted 
in increased foreign exchange earnings of exporting coun- 
tries in the region except Ceylon, where the volume of ex- 
ports was lower in 1954 than in 1953 and prices under the 
agreement with mainland China were also lower. Again, 
in the first quarter of 1955, the monthly.volume of exports 
of Ceylon was lower and the price for exports to China was 
also lower than in 1954. 


Copra and coconut oil 


The 1953/54 production of copra was appreciably 
better than that of the previous year. In the Philippines 
it was 15 per cent higher; in Malaya, with the coming into 
production of new trees and improved security conditions, 
it achieved an all-time high for post-war years. Reliable 
estimates of production in Indonesia have not become 
available but purchases of copra by the Copra Foundation 
at 441,200 tons in 1954 were 4 per cent lower than in 1953. 
Copra prices, which were tending to decline in the first 
eight months of 1954, showed some firming tendency during 
the rest of the year and the first two months of 1955. Thus, 
the price of sun-dried copra at Singapore in February 1955 
stood at M$32.38 per picul (133 1/3 lbs.) or 12 per cent 
higher than the price in August 1954. In March 1955, 
however, it declined sharply to M$28.69, or 0.9 per cent 
lower than in August 1954 and 138 per cent lower than in 
March 1954. On the whole, except for some rise in October 
1954 and January 1955, the prices of coconut oil tended 
to decline during the nine months ending March 1955. 

The 1954 exports of copra and coconut oil from the 
Philippines and Malaya were higher than in the preceding 
two years but fell short of the record combined exports (in 
oil equivalent) in 1951 by about 3 per cent. In Indonesia, 
the downtrend in export of copra, noticeable since 1952, 
continued in 1954. 

Two notable features about the export trade in copra 
and coconut oil in 1954 were the sharp increase in exports 
from the Philippines to European countries and the sub- 
stantial purchases of copra and coconut oil by China from 
other countries. Thus, nearly 20,000 tons of coconut oil 
were exported from Malaya to China and the corresponding 
figure for Ceylon was over 10,000 tons. In Indonesia, direct 
exports of copra to China amounted to only about 5,000 
tons or less than 2 per cent of the total; nearly one-third 
of the total exports (about 96,000 tons) went to Malaya. 

In the first quarter of 1955 monthly exports of copra 
from Malaya and the Philippines were at a higher rate, 
but those from Indonesia at a lower rate, than in 1954. 

(To be Continued) 
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COLOMBO PLAN 


The Consultative Committee, representing the member 
Governments of the Colombo Plan for Co-operative Deve- 
lopment in South and South-East Asia, has met from 17th to 
21st October at Singapore. As at previous meetings of the 
Consultative Committee, opportunity was taken to review 
progress under the Colombo Plan during the past year, to 
define the task which lies ahead and in the renewal of per- 
sonal contacts to share experience in the solution of common 
problems. The Ministers had received a draft report pre- 
pared by the officials at their preliminary meeting. After 
full consideration and discussion they reached agreement on 
the text of the Fourth Annual Report of the Consultative 
Committee and approved its publication in the capitals of 
member countries not before 22nd November, 1955. 

During the fourth year of the Colombo Plan countries 
of the Area maintained and a few surpassed their previous 
rate of economic progress. _In general there were noticeable 
increases in national income and output, particularly in in- 
dustrial and mineral production and power generation. Some 
projects adopted at the outset of the Plan have now not 
only been completed but are beginning to bear fruit. 
Favourable world economic conditions have created an in- 
creased demand for the products of the Area and made it 
easier for developing countries to obtain the capital equip- 
ment they need. But the prices of some commodities, such 
as rice, have fallen and countries dependent on the export 
of these commodities have had special difficulties. 

Member Governments in the Area aimed in 1954-55 at 
devoting to development in the public sector not less than 
the equivalent of some £752 million as compared with £542 
million in 1953-54, and they hope to achieve an even higher 
expenditure in 1955-56. The bulk of this outlay is of course 
provided by the countries in the Area themselves. Over 
two-fifths of it is directed to agriculture, one quarter to 
transport and one quarter to social welfare. 

The substantial amount of capital made available by 
contributing Governments, the International Bank for Re- 
construction and Development, and by other institutions has 
been of appreciable and increasingly effective assistance to 
the countries of the Colombo Plan area in furthering their 
development programmes. Such capital has special value as 
it represents foreign exchange which can stimulate a much 
larger amount of domestic investment. 

It was recognised that external private capital is an 
essential supplement to the activities of Governments. Fac- 
tors which may deter the flow of such investment were con- 
sidered, and note was taken of the special steps being taken 
to encourage it by member Governments in the Area. 

The discussions in the Consultative Committee showed 
that, despite wide differences between their situations, cer- 
tain problems are common to most countries in the Area. 
Prominent amongst these is the vital need for ever greater 
food production, to feed 10 million additional people a year 
in the Area and also to improve existing standards of life. 
Large increases in food production have been achieved in 
many countries, but they are not yet large enough and fur- 
ther increases may require proportionately greater effort. 

Prominent also is the need for greater technical skills 
which, at least as much as finance, are the key to economic 
progress and social welfare. Under the various technical as- 
sistance schemes nearly 7,200 places have been found for 
trainees outside their own countries, of ‘which some 2,200 
places were found in the past year: Similarly some 1,200 
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experts were provided during the year to the countries of 
South and South-East Asia, bringing the total to 3,700. The 
Consultative Committee recognised that this type of contri- 
bution is of great significance. They also considered means 
of extending the scope, increasing the volume and improving 
the operation of the technical assistance programme. 

In 1950 it was agreed that the Colombo Plan should 
run until June 30,1957. This date no longer has any special 
significance and it was generally agreed that the develop- 
ment programmes of the countries of South and South-East 
Asia would have to be continued for many years to come. 
The Consultative Committee decided that the Plan should 
continue until the 30th June 1961 and that the future of 
the Plan should be considered by the Committee at their 
1959 Meeting. The Committee accepted the invitation of 
the Minister for External Affairs of the Government of New 
Zealand to meet next year in New Zealand. 


THE TASK OF THE FUTURE 


The issues can be summarised as follows:— (a) Recent 
experience, in a period when not all countries of the area 
benefitted from world economic conditions which were gen- 
erally favourable to the economic expansion of the area as 
a whole, has brought out once again the wide differences 
that exist in the economic situations of the different coun- 
tries. (b) Considerable progress has been made and some 
of the earlier plans are now bearing fruit, but much more 
has still to be done and some of the tasks will be even 
harder. (c) While the need for capital from outside the 
area remains, the close-linked problem of mobilising domes- 
tic resources is of paramount importance. This is true both 
for public and private capital, and for development in the 
public as well as the private sector. (d) The many com- 
mon economic problems calling for the co-operation of all 
countries in the region, possibly in new ways, have been 
thrown into sharper focus. 

Of the many differences that exist in the position of 
the different countries, there are two in particular. First, 
while all countries of the area depend, to a large degree 
and at crucial points, on imports for their development 
projects, there are wide differences from country to country 
in such factors as the diversity and stability of exports, the 
dependence on imports for current consumption, capital in- 
flow or outflow, and the size of reserves in relation to turn- 
over; while none would claim to be sufficiently favourably 
placed in all these respects, there are those whose position is 
obviously more precarious. These countries have found it 
more difficult to frame a development programme steadily 
progressing towards fixed targets and have from time to time 
felt themselves obliged to make adjustments. Countries 
which are to a large extent dependent on imports for essen- 
tial goods, and at the same time derive the bulk of their 
external receipts from the export of one or two commodi- 
ties, which may fluctuate widely in prices, have had parti- 
cularly difficult problems. Experience in some countries has 
indicated, however, that the adoption of appropriate fiscal 
measures, such as flexible export levies and- credit controls, 
can help to a considerable extent in mitigating the effort 
on development of fluctuations in export prices. 

Secondly, the countries of the area differ widely in the 
degree to which they have been able to organise their deve- 
lopment. In only a few has planned economic development 
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been in progress for an appreciable time, and even in these 
it is only now that planning is passing from an ad hoc to a 
comprehensive basis: Others are concentrating mainly on 
particular projects, which have been picked out as the most 
clearly urgent and necessary. Others again are still grap- 
pling with the preliminary problems of surveying resources, 
deciding on projects and targets and drawing up a phased 
programme. This applies particularly to those who have 
had to face the additional problems of reconstructing war- 
damaged facilities, and to those where internal security 
situation has been unfavourable. Such countries face im- 
mediate and specific problems; for them the more general 
questions discussed below have hardly begun to emerge as yet. 
All countries, however, even the most advanced in these res- 
pects, face formidable difficulties in collecting the statistical 
and.gther information they need, in reaching, with such data 
as they can get, the complex technical, economic and financial 
decisions on which plans must be based, and creating or 
expanding the necessary administrative and executive or- 
ganisation. To a large extent these are problems of per- 
sonnel, and valuable help in meeting them can be obtained 
through the Technical Co-operation Scheme and the other 
arrangements for technical assistance. 

It is evident that considerable progress has been made 
in many fields. Targets of production have been reached 
or surpassed in many cases and a number of countries have 
stated that the point has been reached where their own pro- 
duction of staple foods can provide the needs of their pre- 
sent population at current consumption vide the needs of 
their present population at current consumption levels, any 
imports being required only as reserves. Nevertheless, when 
the progress achieved so far, not only in food production 
but in economic development generally, is compared with 
the fundamental problem of raising the living standards of 
a rapidly increasing population, it is clear that much more 
remains to be done. Current levels of per capita food con- 
sumption, though substantially higher than in the carly post- 
war years, are lower than before the war and below accepted 
standards of nutrition. 

At the same time the population of the area as a whole 
is estimated to be increasing by about 10 million persons a 
year. This rapid growth, deriving from an increasing birth 
rate and from the less often recognised phenomenon of a 
falling death rate, is a fact of singular importance for the 
future development of the area and the improvement of its 
living standards. The increasing population, and the resul- 
tant increase in the labour force available, -have a special 
bearing on the magnitude of the employment problem. In 
practically every country of the region underemployment, 
especially in rural areas, is common and in some countries 
unemployment has become a serious issue. .To the extent 
that the substantial investment necessarily devoted to large- 
scale projects for the improvement of basic economic services 
has been required for the importation of services and equip- 
ment, additional local employment has not been created to 
a proportionate degree. Moreover, these projects cannot of 
their nature generate increasing employment until after a 
considerable interval. Development plans have, therefore, 
both a current and a long term problem to meet, if op- 
portunities for employment in activities “beneficial to the 
economy generally are to be created at a rate sufficient, 
not merely to keep up with the annual increase in the labour 
force, but to overtake it. 

It is evident that, even in countries where the largest 
increases in output have been recorded, the next phase of 
development may require still greater efforts. Quite apart 
from the influence of favourable weather conditions on agri- 
cultural output, it is becoming clear that in many cases 
inereased output has so far owed more to the greater and 
more efficient utilisation of existing capacity than to any 


555 


appreciable increase in capacity. Further increases in pro- 
duction are therefore likely to require a proportionately 
greater effort. Moreover the fact referred to in the pre- 
vious paragraph, that much of the investment carried out so 
far has been concentrated on large-scale projects for the 
improvement of basic economic services, means that visible 
improvements in living standards cannot be expected im- 
mediately, since it is only after a considerable interval that 
such projects show their full results. 

There are difficulties experienced in a number of 
countries in expanding their domestic budgetary resources. 
This has both an internal and an external aspect. Internal- 
ly, owing partly to the time-lag, already referred to between 
the investment outlay on large-scale projects and the return 
in the shape of increased output and incomes, tax receipts 
have in many cases been slow to rise, at a time when, as has 
been shown earlier, considerably increased investment is 
becoming necessary. In these circumstances a number of 
Governments have found it useful to improve the structure 
and revise the general level of their taxation and, in some 
cases, to resort to judicious credit creation. The external 
aspect arises from the fact that many countries depend on 
their external trade, not only for foreign exchange but also 
in a large measure through import and export duties, for 
internal budgetary revenues. This has meant that the fall 
in export earnings which some countries have experienced 
and the restriction on imports which some have imposed, 
have both contributed to a fall in budget receipts. The 
operation of these factors, both external and internal, may 
lead to a vicious circle, with development checked for lack 
of financial resources, while resources remain low for lack 
of development. 

In these circumstances greater development in the pri- 
vate sector can become very important. While the provision 
of certain public utilities and services has often been the 
responsibility of the public sector, the actual production of 
goods and services is the main concern of private enter- 
prises. A vigorous and expanding private sector is there- 
fore an essential complement to the activities in the public 
sector and Governments will no doubt give increasing re- 
cognition to this fact by assisting the private sector to play 
its part in the planned programme of economic develop- 
ment. One form of assistance which may be needed more 
and more by the private sector in countries with a very 
large public sector of development may be finance. It is 
possible that, with the emphasis on finding resources for the 
development of the public sector, sufficient financial re- 
sources may not be left in the economy for the private 
sector to draw upon. This situation is to some extent being 
remedied by setting up financing institutions with Govern- 
ment support for the undertaking in the private sector of 
approved investments which fit in the planned programme 
of development. 

As spokesmen for individual countries have stressed, the 
need for increased external capita] remains, as a crucial sup- 
plement to the direct efforts being made by the countries 
of the area to increase their own external resources and 
as a means of breaking the vicious circle referred to ear- 
lier. In view of the normal ratio of the foreign exchange 
requirements to the local costs of development, a given 
amount of external capital can be expected to facilitate 
investment some three to five times its value in monetary 
terms. In order to secure this result, however, strenuous 
efforts are required on the part of the countries of the area 
to mobilise their internal financial resources. 

External capital may come from friendly Governments, 
international institutions, and private investors. Capital 
from Governments and international institutions such as the 
International Bank has been made available at an increasing 
rate and many Governments in the area are devoting in- 
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creasing attention to the problems of utilising such funds 
more rapidly and efficiently. Mention may also be made of 
the additional possibility of making use of available agricul- 
tural surpluses, on mutually agreed terms, to supplement 
available resources. Private capital inflow continues to 
make a significant contribution to the resources available 
for some countries. Foreign capital participation .can be 
extremely valuable in fields involving specialised know-how, 
With this in mind a number of Governments are adopting 
policies specially designed to help increase the flow of 
foreign capital. In this connection reference may be made 
to the International Finance Corporation, the object of 
which is to help finance private undertakings in this as well 
as in other parts of the world. 

Different as these countries are it is clear that they 
have many problems in common, and that there is much 
they can learn from each other. The extension throughout 
the area of improved techniques of rice production is one 
example of this; another is the successful taking up by 
many countries of the idea of Community Development 
schemes, under which villagers are encouraged, trained and 
helped to help themselves in the provision of roads, schools 
and other forms of improvement which though small in 
themselves, are cumulatively of great importance Such 
schemes have great value, not only in material terms, but 
also more intangibly, in that the possibility of progress by 
co-operative effort is thus brought home to many who are 
far removed from the more obvious development in urban 
centres. 

Co-operation is also possible in another way. Reference 
was made to the check to development plans which is apt to 
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By John 


The new Balance-of-Payments White Paper puts the 
current surplus achieved by the U.K. in the first half of this 
year at £17 million (including Defence aid). Not many 
observers would have expected that it was possible to avoid 
a deficit in a period when imports were rising and when the 
dock and rail strikes were bound to have some adverse effect 
on the U.K. economy. The result, therefore, is encouraging 
as far as it goes and underlines Mr. Butler’s statement that 
the “situation is well in hand”. While it does not justify 
any undue satisfaction, since the country needs a sizeable 
surplus if it is to build up its reserves and make its full 
contribution to the development of the Commonwealth, 
there is no reason for exaggerated pessimism. 

The difficulties with which the U.K. has been faced since 
the latter part of last year, cannot be compared with the post- 
war balance-of-payments crises and, in particular, with the 
erisis of 1951 when a deficit of £403 million for the year 
was recorded. Admittedly, the estimates now issued show 
a small deterioration compared with the second half of 1954, 
for which a surplus of £21 million including defence aid is 
recorded, but it is likely that the figure for the latest period 
will be revised upwards when more complete information is 
available since data on debits are usually more up-to-date 
than those on credits. However this may be, it is already 
clear that after the sharp fall in the surplus from the first 
half to the second half of 1954 the position has been held, 
whereas in the former crises there was a progressive de- 
terioration. 

The measures taken by Mr. Butler in February had an 
immediate effect though this was not large enough to re- 
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occur when the terms of trade take an unfavourable turn 
in countries unduly dependent on current export earnings, 
especially from one or two export commodities. This has 
naturally led to a conscious effort on the part of such 
countries to diversify their economies and. to make them- 
selves less exposed to outside economic ups and downs. To 
the extent that such diversification leads to an increased and 
more effective use of resources, with better balance between 
the different sectors of the economy, it is certainly desir- 
able. In their efforts towards this end, however, it is pos- 
sible that Governments may pursue policies which may re- 
sult, at least for the time being, in a contraction in the total 
volume of trade. While, of course, each Government is and 
must remain the judge of its own most immediate needs 
and policies, it may be expected that they will take appro- 
priate account of each other’s development plans in drawing 
up their own, and will continue to use the annual meetings 
of the Consultative Committee as a clearing-house of ideas 
and information, bearing in mind that the long-term goal of 
development is to maximise incomes and so promote higher 
levels of trade both within the area and with the rest of 
the world. 


The idea of co-operative effort, both within each coun- 
try and between countries, is spreading ever more widely 
and deeply. The concept of international economic ca: 
operation embodied in the Colombo Plan is of special signi- 
ficance in world history, and as the Plan enters its fifth 
year its members may take courage from all that has been 
accomplished and prepare themselves to meet the challenge 
of the task ahead. 


BALANCE-OF-PAYMENTS 


Kingsley 


verse the trend decisively. Their reinforcement in July is 
now beginning to work through the whole of the U.K. 
economy and the further measures, which will be announced 
after the reassembly of Parliament, will no doubt make sure 
that there will be a decisive improvement, if not in the 
very near future, certainly in the new year. Foreign opinion 
is now confident that the U.K. is willing and able to master 
its present difficulties as is clearly demonstrated by the 
firmer tone of sterling. 

A deterioration in both the visible and the invisible 
balance contributed to the worsening of the position since 
the first half of 1954, for which a surplus of £165 million 
(including defence aid) was recorded. The visible deficit 
(the excess of imports over exports of merchandise) rose 
from £47 million in the first half of 1954 to £144 million 
in the second half of that year, but showed a slight decline 
to £136 million in the first half of this year. Imports in 
the first half of 1954 were relatively low because private 
traders were able to satisfy part of their requirements in 
food and some raw materials by the purchase of stocks held 
up to them by the Government. In the second half of 1954 
this source was no longer available and imports also rose 
in order to satisfy the needs of the rapidly expanding in- 
ternal deinand, whereas exports stagnated. 

In the latest period under review imports continued to 
rise, but exports resumed their expansion. Earning from 
invisibles (i.e, from services such as shipping, tourism, bank- 
ing, insurance, interest and dividends) fell from £188 mil- 
lion in the first half of 1954 to £139 million in the second 
half; the latter figure includes the annual interest payment 


Ee 


November 8, 1955 


on the North American loans of £38 million. Although no 
such payment is due in the first half of the year, earnings 
from invisibles fell further to £120 million in the first six 
months of this year. This decline, though disappointing, was 
a result of special factors affecting the net revenue from 
Overseas transactions of the oil companies. The U.K. buys, 
on the whole, tramp services and sells liner services, and 
tramp rates rose more than liner charges. Increased ex- 
penditure on shipping was also caused by the rise in im- 
ports of bulky goods such as coal and steel. The decrease 
in revenue from oil transactions was caused by an excep- 
tionally steep rise in the oil companies’ expenditure. It was 
foreseen that new arrangements with the oil countries, parti- 
cularly the settlement with Persia, would lead to such an 
increase in the initial stages. 


The deterioration in the U.K. current balance compared 
with a year earlier wag wholly with the non-sterling areas. 
With the sterling area, there was an increase in the surplus 
from £100 million in the first half of 1954 to £161 million 
in the second half and, though this improvement was not 
maintained, the surplus in the first half of this year at £119 
million was still higher than a year earlier, mainly owing to 
an improvement in the visible trade balance. Some sterling 
markets are now becoming more difficult, particularly Aus- 
tralia and New Zealand as a result of their new import 
restrictions. This is an additional reason for an intensified 
export drive by U.K. industry in non-sterling markets. 


With the ncn-sterling areas the U.K.’s surplus of £65 
million in the first half of last year was followed by a deficit 
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of £140 million in the second half. This deficit was re- 
duced to £102 million in the first half of this year, mainly 
because of the expansion in exports. The surplus of the 
rest of the sterling area with the non-sterling world fell 
from £126 million in the first half of 1954 to £19 million 
in the second half (the second half is always less favourable 
for the rest of the sterling area because exports of agricul- 
tural products fall off before the new season starts towards 
the end of the year). In the first half of this year, the 
surplus of the rest of the sterling area recovered to £71 
million. The deterioration compared with a year earlier 
was due to increased imports, only partly offset by increased 
exports—the same trend as in the U.K. The balance of the 
whole sterling area with the non-sterling world moved from 
a surplus of £191 million in the first half of 1954 into a 
deficit of £121 million in the second half, which declined 
to £31 million in the first half of this year. 


As a result, the U.K. gold and dollar reserves, which 
are the central reserves of the whole sterling area, declined 
by £29 million in the first half of this year, after a decline 
of £92 million in the second half of 1954 and a rise of 
£179 million in the first half of 1954. It is interesting to 
note that in the latest period net sterling liabilities of the 
U.K. declined by £68 million. This set against the fall in 
the reserves indicates that there was a net improvement in 
monetary assets of £39 million. From this one may con- 
clude that the U.K. current surplus and/or the rest of the 
sterling area surplus has been under-estimated. Even so, a 
strong further improvement is required and there is hardly 
any doubt now that it will be achieved. 


THE PHILIPPINES 


By Alvin H. Scaff 


The success of the Philippine government’s actions 
against the Huks can be dated from the capture of the Polit- 
buro on October 18, 1950. In reviewing the experience of 
the last four years, several important aspects of the success- 
ful campaign stand out: first, a vigorous and effective mili- 
tary action; second, the winning of the people to the govern- 
ment’s side; third, an expose of Communist ideas and the 
propagation of democratic principles; and fourth, attribution 
against the hard core of communism. An essential prere- 
quisite to the success of the campaign has been a group of 
capable national leaders devoted to the democratic way of 
life. These leaders have learned that military force alone 
could not suppress the Huk movement. A campaign of 
verbal propaganda for democracy by itself was not enough. 
Land reform alone, even according to Communist Politburo 
members, would not stop the armed rebellion. Success 
against the Huks could result only from a simultaneous at- 
tack on many fronts. 


Military action became effective especially when it was 
combined with measures to improve public support. As 
long as the army was party to occasional acts of violence 
against the people in Huklandia, the civilians remained taci- 
turn and hostile. However, a friendly army which gave the 
civilians protection against Huk raids and foraging parties 
won the respect of the people. The government learned 
that if its army provided peace and order both day and 
night it could retain the loyalty of the residents. The com- 
munication of pro-government sympathies in the war of 
ideas was most effective in the areas where the army had 
provided security for the people. Thus, the propaganda 
struggle went hand in hand with the military action. 


As the Huks became fewer, more disorganized and dis- 
couraged, they held their fire and passed up opportunities to 
ambush army patrols. Sensitive army men were quick to 
note this situation. By May of 1954 the patrols were firing 
at the Huks only as a last resort. There were instances in 
the Central Luzon area where soldiers had chased down the 
fleeing Huks in cpen fields. The avoidance of useless blood- 
shed increased the popularity of the army throughout the 
area. It must be remembered that every Huk had numerous 
relatives among the civilian population. No matter what 
the cause, the killing of one’s countrymen was not popular. 

For too many years the government had been set apart 
from the common people in the farm lands of Central Luzon. 
Before the war, government positions were held by repre- 
sentatives of the landlord class, and their offices were con- 
ducted largely in behalf of that group. The peasants lived 
to themselves and nursed their grievances in secret meetings 
of their own organizations. During the Japanese occupation 
the Philippine government offered them no protection. At 
the end of the war the peasants felt no obligation to support 
the government nor to be loyal to it in the struggle with 
the Huks. 

In this situation it took something more than a barrage 
of verbal propaganda to win the people. They wanted more 
than promises; they wanted tangible evidence that the gov- 
ernment was on the side of justice and would act in the 
interest of the people’s welfare. The improved record of 
the government in recent years has greatly strengthened the 
campaign against the Huks. For example, the Rice Share 
Tenancy Act, which for years had not been put into effect, 
recently has become the basis of settling tenant complaints 
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through the Industrial Relations Courts. As the tenants 
become aware of the existence of this legal process of set- 
tling issues, increasing numbers of cases are brought to 
court. A new appreciation of law has developed among the 
common people. This is basic to a sound democracy. 

The EDCOR resettlement program, though far from a 
complete solution to the problems of landless farmers and 
peasant poverty, has been an important demonstration of 
the government’s desire to help the people. In the face of 
these sincere efforts, individuals who had been sympathetic 
with the Huks or on the verge of casting their lot with the 
revolutionaries began to reconsider. Perhaps after all a 
government with a genuine humanitarian concern for the 
people was worth supporting. 

The clean elections of 1951 and 1953 were major fac- 
tors in winning the people to the side of democratic govern- 
ment. The chicanery during the 1949 election had created 
enough disaffection for the Communist Party to declare that 
a revolutionary situation existed and that it was moving 
toward a revolutionary crisis, making possible the overthrow 
of the government by November 7, 1951. 

The new Magsaysay administration, which was elected 
by an unprecedented majority in 1953, started a yigorous 
program of national development. Beginning with the 
barrios where the majority of the people live, the program 
includes new roads, more sanitary wells, additional schools, 
antimalarial drives in the areas where this is a problem, 
financial aid to small farmers through agricultural credit 
cooperatives and assistance in improved farming through 
agricultural extension services. In addition to the EDCOR 
farms, a greatly increased program of land settlement for 
thousands of land-hungry citizens is under way. The care- 
ful study and improvement of the services of many govern- 
ment bureaus will bring increased efficiency and confidence. 
The Philippine Congress approved a billion-peso bond issue 
to finance basic industrial development. This.is part of a 
long-range program to give the nation a more balanced 
economy and to solve the problem of unemployment. The 
people take pride in the government which they put into 
office, and they have responded enthusiastically to the launch- 
ing of these measures. 

While engrossed in the conduct of government affairs, 
the Philippines has not overlooked the ideological challenge 
presented by communism. Communism spreads not only 
among workers and peasants who bear the brunt of social 
and economic maladjustments; it also spreads among the 
leaders of society: the lawyers, teachers, doctors, and intel- 
lectuals to whom ideas are important. 

Democracy has an intellectual and moral advantage 
which it.can ill afford to lose. The plausible intricacies of 
Marxist dialectics are more than matched with the realistic 
and demonstrabie truths of democratic life. The people of 
any nation will respond to the challenge of an ideal, a cause, 
a mission. Every generation must be taught that democracy 
not only means a good life on a high level of living but 
primarily is a life of freedom in a land of opportunity, 
where merit is rewarded, where man is not penalized for 


In 1950, the government established the Economic Development Corps 
(EDCOR), a special branch of the armed forces charged with the following 
functions: (a) The taking over of surrendered or captured dissidents, who 
are neither indicted nor convicted by civil courts, for the purpose of 
resettlement and reeducating them in democratic, peaceful and productive 
ways of life. (b) The resettlement of selected ex-servicemen, ex-guerillas, 
and ex-trainees, and other selected Philippine citizens, in EDCOR Farms as 
a means of utilizing them: as a stabilizing influence in the reeducation and 
reformation of ex-dissidents taken over by EDCOR as settlers. (c) 
The training of surrerdered or captured dissidents in the various trades and 
occupations for the purpose of enabling them to pursue gainful occupations. 

The formation of EDCOR marked a new phase in the battle against 
communism. It signified the government’s conviction that the Philippine 
peasants, who comprised the backbone of the Huks, had rightful claims to 
the land they had tilled; and that the exploitation by and influence of the 
Communists could only be undercut by a combination of economic and 
social reforms, education, and—if need be—force. é 
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believing in God, and where all the important decisions are 
not dictated by a handful of men in control of a political 
party. This is the challenge of democracy. This is what 
the Philippine people are fighting for; this is what the United 
Nations fought for in Korea. Sometimes the fight must be 
carried on with guns and bullets, but much of the struggle 
must be fought with words and ideas that contrast the stark 
oppression of Communist contro] in all its inhumanity with 
the picture of free democratic life in all its possibilities. 


* * * * 


The experience of the Philippines shows that steady 
progress against the Huks depended upon a thorough under- 
standing of communism. The campaign could never be 
waged simply as a military field operation; it was always at 
the same time a battle of ideas. Government leaders had to 
know what communism is and how it works. The Huks 
could not be treated as local national dissidents; they had 
connections with the Communists elsewhere and reacted 
locally according to the international party line. Negotia- 
tions for truce, amnesty, or surrender ran into the same 
kind of stalling and double talk that became so infuriating 
at Panmunjon. In the Philippines the government leaders 
finally learned that negotiations for surrender are always 
used by the Huks for their own ulterior purposes. A genuine 
surrender is an impossibility, for surrender is interpreted by 
the Communists as admitting that the party is illegal. An 
individual Communist may leave the party or be expelled, 
but as long as he is a party member he must remain a re~- 
volutionary. The ultimate objective is the overthrow of 
the government, in which the party assumes that armed 
force is necessary. William Pomeroy, the American Com- 
munist who joined the Huks, explained that he did so be- 
cause he wished to work in a situation where the revolution 
was more advanced than it was at home. 

Communism can never be judged solely on the basis 
of what its leaders are saying and doing at the moment; it 
can only be judged in terms of its ultimate objectives. At 
any given point of time the party line might be “peace and 
cooperation.” Such tactics are for purposes of preserving 
the movement and advancing to the next stage. Or, they 
may be designed to confuse the opposition. To pin a Com- 
munist down to a definite program is as difficult as striking 
the head of a twisting serpent. 

Through years of experience in fighting the Communist 
aggression the administration leaders have reached a mature 
understanding of the nature of the opposing movement. 
Keenly aware of the slippery nature of Communist tactics, 
Major General Jesus Vargas, Chief of Staff of the Armed 
Forces of the Philippines, warned a Manila audience in a 
recent address: ; 

We would be far from wise if we thought, as many would like to think 
today, that our Communist problem here had ended with the surrender of 
Taruc or will end with the capture, death, or surrender of the other 
Communist leaders. Communists are Communists. They have a way of 
shifting with ease from surface activities to underground movement, de- 
pending on the exigencies of the situation they are in. There is such a 
thing as a bloodless revolution, and that exactly is what the Communists 
always pull on innocent demoeracies whenever. they are not in a position 
te overthrow an encmy government militarily. With the return of the 
Communist leaders to peace, that kind of revolution is what they will seek 
to wage. They will seek to associate with worthy causes. They will adopt 
misleading party names and alliances. They . will maintain the “hard 
core’’ of membership. They will enhance hatred and promote strikes and 
violence. They will resort to sabotage. They will seek to divide us. Above 
all, they will infiltrate into the government, universities, civic organizations, 
even churches. That is the usual Communist pattern. With the Com- 
munist leaders back with us and the masses, that is the problem we are 
up against. 

With such understanding of communism the victory 
which has been gained in the armed struggle might be 
largely lost through the infiltration tactics of “surrenderees” 
whose rea] party assignment was the “legal struggle.” 

The hard-core Communists who are deeply<indoctrinated 
with the Marxist-Leninist-Stalinist-Mao theory are at least 
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) congestion, even at peak periods. 
} as one who believes that commumnicAtion between the twin 
cities of Victoria and Kowloon needs to be brought up to 


i) sent. 


| examples. 


_ question party policies and to quarrel among themselves. 


- aid and encourage other democracies 
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HONGKONG’S PROPOSED HARBOUR TUNNEL 


By Lawrence Kadoorie 


We are satisfied there would be no engineering difficulty 
in the construction of a tunnel under the harbour and we 
do not consider the tunnel would seriously add to the traffic 
So state the experts, and 


date, I am happy to hear it. 
culate and to integrate. 


Let us have freedom to cir- 
Perhaps no single public works pro- 


} ject would affect life in Hongkong more generally than a 


trans-harbour tunnel. Literally millions of people would 
use it and the every-day habits of thousands would be 
changed. How?—-you may ask. Well, here are a few 
I am sure you will think of many more. 


With rapid road transit between Hongkong and Kow- 
loon, city workers and labourers would be able to reach their 
destinations and get home again more quickly than at pre- 
No question of not getting to the office because No. 
7 signal is up. Vegetables and other food supplies would 
be transported to the Hongkong markets during the night, 
thus avoiding the queueing up of loaded trucks for the early 
morning vehicular ferries and the -congestion caused when 


amenable to pro-democratic ideas in the form of persuasion 
or literature. They may, however, be isolated from their 
following. The government has had its greatest success in 


j winning the mass base away from the Huks and in the re- 


habilitation of the common Huk soldiers and Huk comman- 
ders, who largely compose the settlers in the EDCOR farms. 
The loss of their mass support places the inner core of 
Communist leaders under great pressure. They begin to 
In 
the face of failure some break away and renounce com- 
munism, and others may be expelled as a matter of party 
discipline. This has happened in the Communist Party of 
the Philippines in the past; present rumblings indicate that 
it may happen again. 

This indirect approach to communism, by winning the 
people away from their Communist leaders and leaving the 
hard core isolated and hard pressed, has been the genius of 
the Philippine program. A democratic appeal to the people 
can be effective. Moreqver, the appeal carries greatest force 
when it is rooted in the experience of the people with 
representative government in democratic communities and is 


if not limited to lectures and leaflets. EDCOR was effective 


in the anti-Huk campaign not just because it was an idea 
that undercut the Huk promises of “land for the landless” 
but primarily because it was an actual program of land 
settlement where democratic communities flourished. An 
experience in democracy is the real weapon against com- 
munism. 

The lessons which the Philippines has learned in its 
struggle against communism have not come easily. They 
have been bathed in the blood and anguish of eight long 
years of civil strife since the end of World War II. But 
out of these struggles the government has developed an 
understanding of communism and has fashioned an effective 
program to strengthen its own democratic institutions. The 


Philippines has brought to the free world a victory and, 


e important, a way toward victory which may serve to 
Bina a: that are locked in 


struggle with a Communist rebellion. 


they return empty to Kowloon. The same applies to the 
transportation of building materials and general merchan- 
dise. The consequent avoidance of costly delays in cartage 
would result in considerable saving of time and money. The 
amenities of Hongkong and Kowloon would be better utilised. 
Hospitals such as the Queen Mary and the Matilda would 
be accessible to Kowloon residents during the night and 
in typhoon weather. Likewise, the projected Medical 
Centre in Kowloon, and for that matter the Mental Home 
to be built near Castle Peak, would at all times be available 
to Hongkong residents. The University would not seem so 
far distant ‘to students living in the outlying districts of 
Kowloon. On the other hand, schools such as King George 
V., La Salle College, and the new Technical College would 
be more easily reached by students residing in the suburban 
areas of the Island. The Race Course, the sports stadia 
and footbail grounds which attract such vast crowds would 
be accessible by road to ali parts of the Colony. The golf 
courses at Fanling and the beaches of the New Territories 
would similarly be more accessible to residents of the Island. 
The air traveller of today must spend the night in Kowloon 
if he is not to miss his early morning plane. Later, when 
we have our new airport and night flying becomes more 
general, this inconvenience will become more marked. 


With a tunnel all this would be changed. Into a car 
and home at whatever the time of day or night. The Gen- 
eral Post Office would be in closer contact with the wharves 
and airport. Times of posting of letters would be extend- 
ed, and deliveries would be expedited. Water mains, power 
lines, and telegraph and telephone cables would run through 
the tunnel, thus facilitating maintenance and providing pro- 
tection against damage. Industrial establishments would 
be brought into closer contact with their head offices, and 
the Government departments would be more readily acces- 
sible to all residents. Shopping districts would be less 
concentrated, promoting competition and an increased turn- 
over. Land values would tend to equalise, and wealth 
would be spread with the development of new areas. The 
congestion of Wanchai and West Point would gradually 
give way to suburban living. Direct road communication 
with the Island would promote more rapid development of 
satellite towns at Kun Tong, Shatin, Tai Po, and other 
points in the New Territories. 


With a little imagination it is not difficult to foresee 
the time when the present railway running through Kowloon 
will be covered over to become the Colony’s “Underground.” 
Electric trains will run to all parts. Above there will be 
a dual highway with outlets to the present road system, 
destined to become secondary roads. A shuttle service on 
a five-minute schedule will connect Kowloon with Shatin, 
and there will be cheap and fast transportation between 
town and outlying districts, 


If our tunnel proves a success—as I have no doubt 
it will—more tunnels can be envisaged. One through the 
Peak to connect with Aberdeen, another from Tsun Wan 
to Cheng Yi, Mah Wan and Lan Tao, opening up new areas 
for new industries and an ever-increasing population. New 
summer resorts established at the top of Tai-mo-shan and 
along the Silvermine Bay-Shek-pik Road to Lantao Peak 
will be in easy communication with the hotels at Repulse 
Bay and elsewhere. 
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To my mind the tunnel would be vastly improved if 
it were to have two additional outlets, one to the east of 
the Naval Yard and the other to the west of the Vehicular 
Ferry Wharf on Connaught Road. In this way we should 
bypass the bottleneck at Queen’s Road. Traffic would be 
diverted underground and vehicles would not all have to 
pass through the centre of the city. The additional outlets 
of the tunnel should be situated on reclaimed land, thus 
saving heavy costs for resumption in crowded districts. 
Work could start immediately. The question of an outlet 
in the central district could await the result of negotiations 
for the demilitarisation of Murray Parade Ground. Should 
these fail, the central outlet could possibly be moved to a 
new round-about on a reclamation situated opposite the 
General Post Office. 


Connected with the tunnel project, bus terminals should 
be provided, to connect the present city bus services with 
special trans-harbour buses, running from both ends at, say, 
three-minute intervals. In addition, certain through bus 
services could no doubt be arranged over main routes. A 
multi-storeyed garage is also necessary, to accommodate at 
least 2,000 cars and to be run on the lines of the garage 
at Mestre in Italy, where one leaves one’s car before em- 
barking for Venice. As a matter of interest, the capacity 
of this garage is 4,000 cars. The trans-continental motorist 
arriving in Hongkong, or the local businessman, would leave 
his car at the terminal garage and proceed by public trans- 
port to the central district. Parking for hours in the main 
business area would be a thing of the past, as it is now 
in the city of London and downtown New York. 


Well, how are we to pay for all this? I think most 
are agreed that if the choice lies between a tunnel and more 
taxes, and no tunnel and no increase in taxes, the answer 
will be “No tunnel!” How, then, are we to have our cake 
and eat it? Personally, I believe the tunnel would pay 
for itself within ten to fifteen years. If Government, or in 
other words the Hongkong taxpayer, believes this, financing 
could be spread over a period by means of a loan. The 
terms of this loan could be so flexible as to bring the Ferry 
Companies into partnership, and if so desired, the Bus Com- 
panies as well. If, on the other hand, the tunnel is to be 
built by private enterprise, will the lions outside our Bank 
smile or roar at our temerity? To my mind it is feasible 
to finance construction internationally against a franchise 
granting toll charges, also the right to operate the terminal 
garage and the trans-harbour bus service over a number of 
years. In spite of prophecies to the contrary, trans-harbour 
tunnels in other parts of the world have paid for themselves 
over and over. With better world conditions and returning 
confidence, am I too optimistic in believing there are busi- 
nessmen who would like to have a chance of investing in 
such a venture in Hongkong? To say, as one correspondent 
in the local Press did, that the tunnel would lead to a dead- 
end is hardly complimentary—even if it were correct. The 
end is far from dead. Approximately 110 million people 
crossed the harbour last year and, if Hongkong continues to 
fulfil its function as a point of contact between East anil 
West, this nuniber may easily be doubled. 


In the experts’ report the total cost of the tunnel is 
estimated at £10,065,000, or approximately $161,000,000, 
and the annual cost of maintenance at £35,000, or $560,000. 
Assuming that approximately half the present total number 
of trans-harbour ferry passengers use the tunnel] in a year 
and that they pay 10 cents each, the annual revenue from 
passenger traffic would amount to $6,000,000. The experts 
have estimated that an average flow through the tunnel of 
400 vehicles per hour in each direction (from 8 in the 
morning to 8 at night) would soon be reached, or 33 million 
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vehicles in a year. At an average of, say, $3 per vehicle 
(which is probably less than the present average charge for 
cars and lorries crossing the harbour by ferry) the annual 
income from vehicular traffic would be $10,500,000 making 
a total of $16,500,000 per annum. (This does not take into 
account savings effected by, or revenue derived from, rights 
of way for water mains, cables and other services). If the 
net annual income, after paying maintenance charges, should 
be $16,000,000, the cost of the tunnel would be met in 
approximately 10 years. After that, the net revenue, less 
any outstanding interest charges, would all be profit. 


Now to consider my more comprehensive suggestions. 
If we allow for the additional outlets, the trans-harbour 
tunnel buses, and the terminal garage, let us assume the 
total cost would be increased to £15,000,000 or $240,000,000, 
and maintenance to £50,000, or $800,000, per annum. With 
a net annual income of $16,000,000 from tunnel tolls and 
bus passenger tickets, to which must be added parking fees 
from the terminal garage, the increased cost would be 
covered in less than 15 years, after which the net revenue, 
less any interest due, would all be profit. It should be 
emphasised that this is a conservative estimate. With the 
continued growth of the Colony and rapid transit between 
the Island and the Mainland which the tunnel would provide, 
I am confident that we can, very reasonably, anticipate a 
greatly increased flow of trans-harbour passenger and vehi- 
cular traffic. 


In this connection I should like to quote the following 
paragraph from the Report of the Harbour Ferry Services 
Advisory Committee, published in August 1951. “The out- 
standing fact brought out by our enquiries is the urgent 
need for co-ordination of the Colony’s public transport ser- 
vices. The importance of this will be realized when it is 
known that approximately 400,000,000 passengers were car- 
ried last year by the ferries, buses, trams, and trains, in 
addition to 818,000 vehicles having crossed the harbour by 
vehicular ferry. It is estimated that the total gross re- 
ceipts must have exceeded $50,000,000.” 


Last year 1,127,000 vehicles were transported across 
the harbour, an increase of more than 300,000, or nearly 
40% over the 1950 total. These figures provide eloquent 
testimony of the remarkable increase in Hongkong’s vehi- 
cular traffic. 


A round-the-world visitor stood on the deck of the ship 
which had brought him to our shores. As he contemplated 
the lights of Hongkong, a nostalgic memory of the bright 
lights of Broadway, of Piccadilly Circus and of Montmartre 
passed through his mind. Frustrated in his search for en- 
tertainment, sadly he sighed. The best illuminated cemetery 
in the world: But this was pre-war, before the bright lights 
of our “Little Shanghai” catered to the night life of this 
international metropolis, and before Hongkong’s many splen- 
dours were starred in the bright lights of Hollywood. Yet 
even now at one o’clock in the morning we are relegated to 
the past. Like Cinderella, our coach-and-four becomes a 
pumpkin and our liveried footmen mice, or, to be more 
specific, our vehicular ferry turns into a walla-walla manned 
by three nondescript boatmen in singlets. 


Let us have courage. Let us realise Hongkong is de- 
veloping into what may well become one of the largest cities 
in the world. Let us preserve those attributes of sound 
finance that have been the basis of our success in the past, 
but let us also realise we are growing up. It is good to 
know Government is undertaking a detailed study of the 
tunnel scheme. May this proceed with despatch. 


From a speech by Mr. Lawrence Kadoorie at the Hongkong Rotary Club. 
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JAPAN’S POSITION IN THE TRADE WITH 


ASIAN 


Before the war, Asia’s share of total world trade was 
14.5 per cent of exports and 12.9 per cent of imports. 
Although this is too small a share of the world’s trade for 
Asia, the situation is much the same today as it was prewar. 
Changes have however taken place in Asian trade. Before 
the war, although some Asian countries—notably Japan, 
Korea and China—had an unfavorable balance of trade, 
Asia as a whole had an excess of exports. In particular, 
the countries of South and Southeast Asia constantly had 
an excess of exports. In 1938 their exports exceeded their 
imports by US$3380,000,000. Since war’s end however due 
partly to political and economic instability, the foreign trade 
of South and Southeast Asia has registered an unfavorable 
balance each year. In 1948, the excess of imports over 
exports amounted to US$890 million. 


Following the outbreak of the Korean war, SE Asia 
had an excess of exports, thanks to the sudden demand for 
raw materials of this region. The export boom reached 
its peak in March 1951 and, as a result of the ending of 
hostilities in Korea, it gradually subsided. The trade posi- 
tion of SE Asia has further aggravated by the increase in 
imports, particularly of rehabilitation materials. Ags a re- 
sult, since the end of 1952, this region has again been im- 
porting more than its exports. Total world trade in 1952 
amounted to US$76,400 million in imports and $84,600 
million in exports. Asia’s exports totalled $8,000 m. and 
its imports $9,700 m., leaving an import excess of $1,700 m. 
Asia’s share’ of total world trade was 10.5% of exports 
and 11.6% of imports. 

A peculiarity of the foreign trade of many Asian coun- 
tries is that it is greatly influenced by their dependence 
on their former ruling countries. The nations of this re- 
gion which became politically independent after the war 
have been making efforts to extricate themselves from this 
state of dependence. Nevertheless, in 1952, out of total 
imports made by the Sterling Area countries in this region, 
imports from Great Britain comprised 20.3% for Pakistan, 
22.5% for Ceylon, 22.4% for Burma, 21.2% for Singapore and 
Malaya combined, and 18.8% for India. (Incidentally India’s 
imports from the United States comprised 34.3%). Indo- 
nesia’s imports from the Netherlands comprised 28%, Philip- 
pine imports from the United States 73%, and Indochina’s 
| imports from France 78.6%. Such facts show how strong 
| the ties are between most of the countries in this region 
and their former ruling countries and also how much they 
depend on the countries of the West. 

‘In 1938, Japan’s share of the trade of Asia was 6.3% 
of exports and 8.9% of imports. In comparison with the 
share taken by US and UK, Japan’s was small. The exports 
of this region to Japan amounted to one-third of those made 
} to US and UK respectively and its imports from Japan 
amounted to one-fourth and two-thirds of those from UK 
and US respectively. Since the war’s end, Japan’s share 
of the trade of this region has been smaller. In 1949, it 
went down to 2.4% of exports and 3.8% of imports. In the 
same year, America’s trade with Asia underwent an in- 
crease, registering 1.3% more in exports and 8.2% more in 
imports in comparison with prewar. America’s trade made 
headway in Asia, Japan’s share of the trade of this region 
+ declined. Since 1950 however Japan’s Asian trade has been 
| gradually moving towards recovery, but is still below prewar 
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levels. In 1958, of exports made by the countries of Asia, 
15.7% went to Japan, 20.8% to the United States, 10.2% to 
Great Britain and 13.6% to continental West Europe. As 
for their imports, 14.9% came from Japan, 18.7% from the 
United States, 13.9% from Great Britain and 18.9% from 
continental West Europe. 

Although Japan’s trade position in Asia as a whole 
appears to be relatively good in the light of above figures, 
it is still unfavorable if only SE Asia is taken into con- 
sideration. Japan’s share of the trade of SE Asia is only 
6.3% of the region’s exports and 7.3% of its imports. 

In 1953, the share taken by trade with Asia in the 
trade of Japan, the United States, Great Britain, Western 
Germany, France and the Netherlands respectively was ex- 
ports 9.6% and imports 9.7% for the United States, exports 
11.1% and imports 8.7% for Great Britain, exports 6.4% 
and imports 8.8% for West Germany, exports 4.0% and 
imports 9.8% for France, exports 7.6% and imports 2.0% 
for the Netherlands, and exports 43.8% and imports 26.7% 
for Japan. Thus Japan’s trade with Asia accounts for 
almost one half of her exports and one-fourth of her im- 
ports, while in the case of the other above-mentioned coun- 
tries the percentages are around 10%. Consequently, the 
importance to Japan of the markets of Asia, despite their 
unfavorable environment for trade, is so great as to be 
practically beyond comparison with their importance to 
other countries. 

While Asian countries have accounted for a consider- 
able proportion of Japan’s foreign trade in postwar 
as well as prewar days, Northeast Asia were more im- 
portant to Japan than those of South and Southeast Asia 
before the war. In the total of Japan’s 1936 foreign trade 
Asian countries accounted for 53.5% of exports and 46.4% 
of imports. However Northeast Asia accounted for 31.8% 
of exports and 21.4% of imports. The positions of the 
Northeast Asia and SE Asia with respect to proportional 
importance in Japan’s trade, have been reversed after the 
war. This shift was brought about by the loss of former 
territories of Japan and the retreat of Japan’s influence 
from China as well as by the political circumstances in 
Northeast Asia. 

The commodity pattern of Japan’s trade with SE 
Asian countries has not undergone any fundamental change 
since the prewar days, in the sense that Japan imports pri- 
mary raw materials from these countries and exports manu- 
factured goods to them. Japan has had complementary 
economic relations with other countries in the area. There 
was a conspicuous change in exports and imports. In pre- 
war days Japan imported crude rubber, cotton, petroleum, 
iron ore, skins and hides and jute from Asia in exchange 
for textile products. In postwar years textile products still 
occupy an overwhelming proportion in Japan’s exports, but 
the ratio of capital goods in exports increased and in im- 
ports rice, iron ore and coal are prominent, as’ Japan has 
lost China, Korea and Formosa as supply sources of food- 
stuff and raw materials. -In the export of capital goods to 
this area, iron and steel and manufactures of metals totalled 
US$93 million on the average between 1950 and 19538 and 
occupied 38% of Japan’s total export of items in the same 
category; machinery and transport equipment came second, 
amounting to US$61 million and 50.8% of the total. In the 
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DURING 


OCTOBER 1954-MARCH 1955 


During the half year ended March 31, 1955, economic 
conditions continued to be steady and bright owing chiefly 
to expansion of export following active world market 
demand. The basis of national economy has not been firmly 
stabilized. Deflationary forces were at work throughout the 
period, resulting in the acceleration of clear distinction 
among superior and inferior enterprises, and increase in 
unemployment. 

Export reached $873 million, an upswing of 30 per cent 
compared with the corresponding period last year. This 
was due to increased demand for Japanese commodities 
overseas and the deflationary policy. Falling imports re- 
sulted in improvement of balance of payments, despite de- 
crease in Special procurement from U.S. Forces, showing 
excess of receipts for fiscal year 1954 of $344 million and 
foreign exchange holdings at the end of March 1955 of 
over $1,100 million. The upturn of exports brought about 
a gradual decline of business inventories with the exception 
of few industries such as cotton textile and yarn, machinery. 
The term-end inventories showed a contraction of 20% from 
the peak of July 1954. This improved supply-demand rela- 
tionship increased wholesale prices which had continued low. 
With the onset of 1955, wholesale prices advanced con- 
siderably, though temporarily, due to worldwide firm prices 
and the upturn of ocean freight rates. At the end of March 
1955 prices regained the level of May 1954. Commodities 
that registered a marked upswing of prices were iron and 
steel, non-ferrous metals, rubber. Various business indica- 


machinery ranks first and then 
engines and transport equip- 


latter category textile 
bicycles, internal combustion 
ment. 

Japan’s principal competitors in the export of capital 
goods to the area are the United Kingdom, the United States 
and West Germany. They account for 53.38%, 31.7% and 
9.2% respectively of the total amount while that of Japan 
accounts for 5.8%. 


tors improved in general and the economic situation main- 
tained temporary stability. 

Substantial improvement has not yet been attained as 
the number of completely unemployed showed increase of 
50% over that of the term ended March 1954. The total 
reached 840,000 in March, 1955. 

Industries generally confronted poorer business results 
in domestic market because of dull investment and slackened 
consumption, as shown in coal mining and machinery manu- 
facturing. Export industries and non-export industries re- 
vealed a conspicuous difference in the degree of prosperity. 
In addition, the range of difference in business results of 
superior and inferior enterprises was widening. The founda- 
tion and stabilization of economy was not secured. There 
were indications abroad pointing to the need of caution. 

The monetary situation for the term was maintained 
calmly in general because government expenditures especial- 
ly the payments from the Foreign Exchange Special Account 
were expedited. Normalization of the money market ad- 
vanced. The Foreign Exchange Special Account, which 
showed a receipt excess of Y114,700 million in the corres- 
ponding term last year, turned to a payment excess of 
Y87,800 million during the term, the difference soaring to 
over Y200,000 million. The principal cause for this was 
the large excess in foreign exchange receipts. Consequently, 
the excess disbursements of government funds during 
October-December 1954 reached Y267,500 million, showing 
a great increase compared with that for the same period 
of 1953. The receipts for January-March 1955 (tax collec- 
tion period) were Y105,300 million, approximately one-half 
of the figure for the corresponding period last year. De- 
posits of all banks rose by Y335,000 million during the term 
because of increased thrift of people and upward tendency 
of business deposits reflecting improved economic situation. 
Loans by all banks showed less increase than the previous 
term, being Y142,400 million, due to dull demand for funds, 
as firms were accommodating themselves to deflationary 
conditions. These changes brought about easy financial 
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RELATIONS BETWEEN JAPAN AND KOREA 


Japan’s Efforts to Reopen Japan-ROK Talks 


Following the rupture of the Japan-Korea talks in 
October 1953 the Japanese Government made efforts for 
their resumption through the good offices of the United 
States Government as well as by direct contact with the 
Korean authorities. However, as the Korean Government 
insist that Japan first relinquish all claims to assets in 
Korea, nothing resulted. After the establishment of the 
Hatoyama Cabinet towards the end of last year, a modifica- 
tion in Korea’s attitude was seen and, beginning at the end 
of January this year, several meetings were held in Tokyo 
between Ambassador Masayuki Tani and Minister Kim Yong 
Shik of the Korean Mission for the purpose of reopening 
the talks. Although some progress was made as a result of 
these meetings, the situation suddenly worsened. 


On February 25 an announcement was made by Foreign 
Minister Nam II of the North Korean Government, calling 
on Japan to engage in economic and cultural intercourse 
with North Korea. Reacting to erroneous reports to the 
effect that Japan might be prepared to agree to this, the 
South Korean Government—which had _ shown irritation 
over Japan’s negotiations with the Soviet Union and trade 
relations with Communist China—went so far as to declare 
that it would sever the present limited relations with Japan. 
On August 17, the spokesman for the Korean Government 
announced; “Relations with Japan are reaching a breaking 
point. This Government is forced to announce a policy of 
desisting from any sort of negotiations between Korea and 
Japan.” The Korean Government followed this up by pro- 
hibiting its nationals from travelling between the two coun- 
tries and adopting measures to ban all Korean commerce 
with Japan. Thus, Japanese-ROK relations deteriorated to 
their lowest point. 

The Japanese Government is prepared to retract the 
so-called “Kubota statement” but it held that a solution 
should be found for the claims question. Regarding rela- 
tions with North Korea, the Japanese Government has pro- 
hibited trade and visits between the two countries and has 
given priority to improving relations with the Republic of 
Korea. It is the policy of Japan to establish friendly rela- 
tions with the Republic of Korea. 


Fishing Controversy 


The ROK Government continues seizures and deten- 
tion of Japanese fishing vessels operating on the high seas. 
Its excuse is that they have violated the so-called Rhee 


conditions. Qverdrafts declined. Banks’ borrowings from 
Bank of Japan during the term were reduced by Y137,700 
million and totalled by the term-end balance on March 31 
1955, Y252,100 million. Dependence of city banks on Bank 
of Japan was- lightened. Call loans (short term money 
market) rose steeply and the bond market (long term money 
market) became active. 


Bank of Japan note issue outstanding, both the month- 
end and the monthly average, were below the level of the 
corresponding period last year. The total note issue 
declined by Y3,900 million during the 1954-55 fiscal year, 
to the level of Y530,700 million at the end of March 1955. 
This was the first time in five years since the implementa- 
tion of the Dodge Policy that a contraction of the Bank 
note issue took place during one fiscal year. The expanding 
trend of the Bank of Japan note issue has ended. 


Line; 34 vessels (454 crewmen) were seized during 1954 
and six vessels (69 crewmen) were captured in February 
of this year. In August, with the start of the mackerel 
season, ROK patrol vessels tightened their surveillance. 
Within one week 11 vessels (266 crew members) were 
seized and detained, while another four vessels were fired 
upon and pursued. Fishing operations by Japanese boats 
were thus rendered impossible. The number of vessels 
seized by the Republic of Korea since the end of the war 
has now reached 202 (2,643 crew members). The Japanese 
Government has lodged protests. At present 103 vessels 
are still under seizure and 570 crew members detained. 
These crew members have been tried for violation of the 
“Fishery Resources Conservation Law’—the legislation in 
that country of the so-called “declaration of Maritime 
Sovereignty” proclaimed with the establishment of the Rhee 
Line by the Korean side. Many of these crew members 
have been sentenced and forced into prison life. About 
200 fishermen are presently detained in @ camp. The 
Japanese Government requested the early return of these 
people; and despite the fact that it has declared that it. 
would dispatch ships to receive them, the Korean Govern- 
ment has not agreed to their return. 


The Takeshima Question 


Three years ago the Korean Government lay claim 
to the island of Takeshima, which is Japanese territory. 
The Japanese Government lodged protests. In July of last 
year the Korean Government took control of Takeshima 
by force and put a patrol on the island. It constructed a 
lighthouse and set up telegraph poles. Aside from firing 
on a Japanese patrol boat which went to make an on-the- 
spot investigation, the Korean Government also issued a 
stamp bearing a picture of the island, with the aim of 
propagandizing Korea’s claim to Takeshima both at home 
and abroad. Japan decided to submit the Takeshima ques- 
tion to the International Court of Justice but the Korean 
Government refused to clarify its position before the 
World Court, and has not altered its attitude toward the 
occupation of Takeshima. 


The Problem of Deporting Koreans 


After May, 1952, when the first Japan-Korea talks 
ended in failure, the Korean Government refused to accept 
Korean deportees who had ‘been residing in Japan before 
the end of the war and who had committed offenses. It 
agreed to take back only the illegal postwar entrants. It 
is established international custom that the government 
of the deportee must not refuse to take him back. The 
Korean Government averred in July of last year that the 
deportees were being unjustly detained and demanded 
their release. It adopted the attitude that as long as the 
Japanese side refused to comply, it would refuse the ac- 
ceptance of even deportees who were guilty of illegal 
entry into Japan. As a result, deportation came to a 
stop in July of last year, and by the middle of February 1955 
the number of detainees reached 1,347 (418 “criminal 
offenders” and 929 illegal entrants). 

Meanwhile, the Japanese Government, im order to arrive 
at an expeditious solution to this problem, proceeded to 
hold talks with the Korean Mission in Tokyo from the 
latter part of last year. The Japanese Government pro- 
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SINKIANG-UIGHUR AUTONOMOUS REGION 


On September 30, 1955, the Sinkiang Provincial People’s 
Congress founded the Sinkiang-Uighur Autonomous Region 
with a 41-member people’s council headed by Saifudin 
There are also three vice-chairmen—a Han, a Uighur and 
a Kazakh. Tung Pi-wu, representative of the Central Com- 
mittee of the Chinese Communist Party and the Central 
People’s Government stated at the Congress that it con- 
formed to the state’s policy on national minorities to set 
up an autonomous region in Sinkiang with the Uighur people 
as its principal component because the Uighurs made up 
74% of the more than four million population of the 
area. 

In reality, Sinkiang remains a province under Peking 
rule. The formation of the autonomous region has changed 
only the name of the province but not its structure. It is 
a political manoeuvre to please Uighurs and other minorities 
in the region, trying but unsuccessfully to satisfy their 
desire for independence. Government posts have beén given 
to leaders of these minority groups but Tung Pi-wu pointed 
out that the Uighur people and all other nationalities, now 
inspired by the establishment of the autonomous region, 


posed a formula whereby it would progressively parole those 
“criminal offenders” within bounds if the Korean side would 
successively take back the illegal entrants, and agreement 
was reached on this. Based on this agreement, a total of 
707 illegal entrants sent back during the three months of 
February, March and April; and 232 “criminal offenders” 
were paroled. The Japanese Government decided to parole 
a further 75 persons in the fourth Series of exchanges and 
released 36 of them. The Korean Government then did not 
accept illegal entrants on the pretext that investigation has 
not been completed. Thus this new formula which went 
into effect as a result of the concession of the Japanese 
Government again hit a snag, resulting in the detention 
of 1,018 illegal entrants and 314 “criminal offenders” at 
the Omura Immigration Center as of July 31. 

While the Korean Government refuses to take back the 
deportees, illegal entry from Korea still continues. During 
1954, 1,718 persons were arrested and 453 persons had 
been apprehended this year, by the end of April. Many 
others manage to smuggle themselves into Japan without 
being apprehended. 


should have even greater creative initiative and enthusiasm 
for the cause of socialist construction of the motherland”. 
He further declared that the people of Sinkiang should take 
an active part in socialist construction, fulfil the targets 
in construction assigned by the state; speed up the process 
of construction in this area; welcome aid from the people 
in other parts of the country, particularly the Ham people; 
and check any tendency of either dominant chauvinism or 
local nationalism. The People’s Daily in Peking empha- 
sized that the Sinkiang-Uighur Autonomous Region is an 
inseparable part of the Chinese People’s Republic. “Like 
those in the rest of country, the Sinkiang people should 
actively support the socialist construction of our mother- 
land.” It warned that any venture to step over the limits 
set by Peking would be considered as “counter-revolutionary” 
attempts to sabotage the work of construction and to under- 
mine national unity. These authoritative proclamations rule 
out the possibility of an independent interna] administra- 
tion as the term “Autonomous Region” implies. 


f Making up one-sixth of China’s territory, Sinkiang is 
inhabited by 13 nationalities and has a total population of 
over 4.8 million. The Uighurs account for about 74% of 
all the people. The region has a dry climate with a rain- 
fall averaging less than 200 millimeters a year. The Dzun- 
garia, Tarim and the Turfan basins in the region are among 
the best suited areas in the country for cotton growing. 
The region is also noted for its animal husbandry and has 
long been known as rich in mineral deposits. Preliminary 
investigations conducted in the past few years show that 
there are vast reserves of non-ferrous metals, iron, copper, 
coal, petroleum, oil shale, heavy spar, manganese, lead and 
raw materials for the chemical industry. Peking is there- 
fore anxious to develop this area and much has been done 
during the past years. 


According to Hsin Lan-ting, Director of the Sinkiang 
Planning Commission, this region would, during the first 
five-year plan period, concentrate on developing agriculture 
and animal husbandry, improving existing industrial enter- 
prises, training technicians and skilled workers and ex- 
ploring its mineral deposits. In the period of the second 
five-year plan Sinkiang would carry out large-scale con- 
struction after the completion of the Lanchow-Urumchi- 
Alma Ata Railway. Sinkiang would raise its total indus- 
trial and agricultural output in 1957 more than 89% above 
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1952. The value of industrial output would increase 22%, 
agriculture 45%, and animal husbandry 16%. In 1957 the 
area’s total food crop would be 570,000 tons more than in 
1952 and its cotton output 38,000 tons greater. 

_ Just before the establishment of the autonomous re- 
gion, Burhan, Chairman of the Sinkiang Provincial People’s 
Government, reported that the province. had practically no 
industry before “liberation” but now had modern industrial 
enterprises. Burhan, who is an Uighur, urged his people 
to warmly welcome help from the Han people, “Only under 
the leadership of the Central Committee of the Chinese 
Communist Party and the Central People’s Government 
and with the help of the Han people, can the various na- 
tionalities of Sinkiang make further advances in the poli- 
tical, economic and cultural fields and so go forward to 
socialism along with the people of all the other nationalities 
of China”. 

Peking and its representatives, with the aid of pro 
paganda network played up Communists achievements in 
Sinkiang and impressed people of the minorities with not- 
very-modern equipment and technique, which are however 
up-to-date enough to people in this backward area. Official 
reports from Peking announced recently that the Chinese 
People’s Army stationed in Sinkiang had built hundreds of 
irrigation ditches and canals increasing the irrigated acreage 
by 320,000 hectares compared with 1949. Last year the 
gross output of staple crops topped the 1949 figure by 65 
per cent and made the area self-sufficient in grain and cotton. 
Army units there established big wheat, cotton and other 
farms extending over 75,000 hectares of land. 40% of their 
farming was done by tractors and other machinery. Their 
yields were the best in the province, reaching 3,000 kilo- 
grammes per hectare in winter wheat. Their cotton har- 
vest would average 3,150 kilogrammes per hectare this 
winter. 


A vast coal deposit, one of China’s biggest, which ex- 
tends 50 kilometres in length and has more than 30 coal 
seams (the thickest being 40 meters), is being mined in 
the area. In addition, there are now non-ferrous metal, 
oil refining, power, iron and steel, machine-building and 
cement plants as well as cotton, silk, printing and flour mills. 
Output of modern industrial enterprises now accounts for 
11% of the total value of the area’s industrial and agri- 
-cultural production. Peking-controlled trading companies 
in Sinkiang bought four times as much from the peasants 
and herdsmen last year as in 1950. Sales of cotton piece 
goods last year went up 700% and sales of tea 550% com- 
pared with 1950. Agencies of these companies cover every 
part of the province, including mountain and desert areas. 
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Cattle, furs and hides, grain, oil seeds and dried fruit are 
being sent to. Russia in exchange for building materials, 
tractors and other machinery. This exchange will be ex- 
panded when the Lanchow-Urumchi-Alma Ata Railway now 
under construction is completed. 

By the end of this year, 200,000 square metres will 
be added to the floor space of buildings in Urumchi, capital 
of the Region. The western outskirts of Urumchi are the 
sites of the Sinkiang Non-ferrous Metals Company, the Sin- 
kiang Petroleum Company, a hospital, mining school and 
Russian Language, and the Sinkiang Medical College. New 
factories built on the outskirts of Urumchi include power 
generating, coal mining, machine-building, automobile re- 
pairing, cement, flour and textile plants. 

Burhan also spoke of the “sincere and disinterested” 
help from Russia. He said inter alia: The Sinkiang Non- 
ferrous Metals Company and the Sinkiang Petroleum Com- 
pany, the two industrial enterprises in Sinkiang were built 
up with the help of Soviet experts and fully equipped with 
Soviet -machinery. Soviet experts trained skilled Chinese 
workers and engineers. Modern factories built and equipped 
with complete sets of Soviet machinery and equipment in- 
cluded the October Motor-Car Repairing and Assembling 
Plant and the Urumchi Automatic Steam Power Plant. 
Soviet Geologists helped to train, enough geological pro- 
spectors to staff some 100 prospecting teams. Many rich 
mineral deposit and prospective oil-bearing structures had 
been discovered with the help of Soviet experts. Three 
civil airlines for Sinkiang and the use of thousands of 
trucks to facilitate the flow of manufactured goods and 
tea to remote livestock raising and farming areas were under- 
taken with Soviet help. Russia also equipped Army pro- 
duction teams with seyeral hundred tractors and sent to 
Sinkiang more than 600 head of high-grade pedigreed live- 
stock. 

However, early this year, Russia handed over the con- 
trol of all the Sino-Soviet Joint Steck Companies to Peking. 
Judging from the propaganda on the founding of the 
Sinkiang-Uighur Autonomous Region, Peking intends to ex- 
ploit these industrial and agricultural resources to the 
utmost by kindling the desire for self-rule in the hearts of 
the people of Sinkiang. Peking is able to maintain at pre- 
sent complete economic, political and military control of 
the province (let it be called an autonomous region or by 
any other attractive name) and expects that exploitation 
of this region could be facilitated. If China were admit- 
ted to the UN in future, Peking might bestow the name of 
“People’s Republic of Sinkiang” so as to obtain by such 
pretext another seat in the UN (vide Ukraina). 
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TAIWAN HANDICRAFT INDUSTRY 


Taiwan handicraft industry has once enjoyed high. re- 
putation in the international market. The amount of foreign 
exchange realized from the export of handicraft goods such 
as straw braid, embroideries, bamboo poles, rice paper and 
its products, wood-carved articles, sea weeds and floor mats 
was quite considerable in the past, but was abruptly cut 
short by the Pacific War. The Department of Reconstruc- 
tion of Taiwan Provincial Government controls the handi- 
craft industry. For the revival of this crippled industry, a 
commission for the promotion of handicraft industry was 
instituted a year ago. A good deal of investigation and 
development work has been done; but on account of objec- 
tive restrictions and unfavourable rate of foreign ex- 
change, no tangible result has been produced. A proposal 
was submitted last year hy the Department to reserve 80% 
of the foreign exchange realized from the export of handi- 
craft goods, and it was estimated that after one year the 
total earnings from the handicraft exports would reach 
US$5 million. As the new regulations for the trade and 
exchange control have been put into force since March this 
year to promote and encourage the export of native pro- 
ducts, it is expected that the handicraft industry of Taiwan 
will soon regain its popularity in the world market. 

Taiwan handicraft can be classified into two kinds, 
viz., articles for daily use and those for decoration or sou- 
venir. The-former includes straw hats, floor mats, bamboo 
ware, wood-carved articles, etc., while articles made of rice 
paper, embroideries and gauze needle works are for decora- 
tion. Articles made of coral, shells, snake skin, cow bones 
and horns, though mostly used for decoration, are of greater 
value as souvenir. In these days of mechanical industrial 
expansion, the question whether handicraft industry should 
still be continuously developed at present and in future, 
has attracted the attention of many specialists. The majo- 
rity maintains that the development of handicraft industry 
would raise the standard of living of the farmers and help 
the country to earn more foreign exchange. Furthermore, 
the capacity of the present-day mechanical industry is in- 
sufficient to take the place of handicraft entirely. There is 
a sheer necessity to encourage and promote the develop- 
ment of this industry, particularly in the production of mats 
and plaited hats. 


Taiwan Mats 


The origin of Taiwan mat dates as far back as the 
5th Year of the Reign of Emperor Yung Tseng (1727) 
when women of the highlander tribe used the “Lin Grass” 
(a kind of rush) for the plaiting of mats and other articles. 
Beginning from the 39th Year of Emperor Chien Lung 
(1765), the strong and tenacious stems of the grass were 
splitted into slender fibres and then plaited into mats. Mat 
makers call this grass “Ta Chia Lin”, which is a particular 
kind of grass grown in the vicinity of Ta Chia. Generally 
speaking, the name Ta Chia mat represents all Taiwan 
mats. People dwelling in the vicinity of Ta Chia are the 
first to use the “Lin Grass’, and later when the usage of 
“Lin Grass” is increased, its plantation has been transferred 
to various places. The cross section of the stem of this 
type of grass is triangular in shape. Nowadays the whole 
process of plantation is done by human labour, aiming at 
the improvement of its quality and the increase of its pro- 
duction. Saplings are planted in February and March and 
there are two crops every year. For each Chia (about 2.424 
acre) of land an average of 6,000 Taiwan catties of spring 


grass can be reaped. To raise the autumn crop, no new 
plantation is necessary. New budding will shoot up from 
the stubs remaining on the field after the first harvest and 
within three months the grass is fully grown. The quan- 
tity of this crop is usually 70% to 80% of the first harvest. 
The spring grass is strong but too brittle, unsuitable for 
the manufacture of mats and is used mostly for pillow and 
cushion covers of coarse kind of hats, handbags, etc. Grass 
of the second crop, being soft and tenacious and not so 
brittle, is the best for the plaiting of mats and other fine 
articles. 

For the manufacture of mats, female labour is generally 
employed. Women in Ta Chia have inherited their plaiting 
skill from their forefathers; some depend thereupon as their 
principal profession while many others as auxiliary job. 
One piece of mat requires the joint plaiting of three persons. 
After the selection of material there are three stages: split- 
ting of stems, fastening into rolls and final plaiting. The 
finishing touch to a mat is the sprinkling of starch and 
ironing process. The present market price of a fine piece 
of double-bed size mat is T$800 and that for single-bed 
size, $350, while the price for a coarse one is $130 for 
double-bed size and $70 for single-bed size. To make a 
piece of double-bed size mat, it requires 6 to 8 kilogram 
of “Lin Grass” at the cost of $3.50 to $4.50 per Taiwan 
catty. Calculated at this rate, the cost of material for 
one mat at the highest is $36 while the finished product 
will be sold at $800 a piece; it appears to be a very pro- 
fitable business. However, in the making of a fine mat 
saleable at $800, it requires the joint plaiting of three work- 
men and the time of more than one month. The average 
remuneration a labor gets is about $4 per day. According 
to a recent investigation female workers in mat plaiting 
had dropped from the maximum number of 150,000 to 
87,000. Those actually engaged in this work numbered 
only 21,600. Owing to poor earnings most of the skilful 
workers have changed their occupation. This accounts for 
the decrease of skilled mat makers. 

Taiwan mat has three characteristic qualities: light- 
ness, softness and tenacity, The proper way to keep ir 
in good condition is to cool the mat after it has been sunned, 
so that its softness and tenacity may be restored. It will 
not break even folded up. If well preserved and taken 
care of, a mat could last 60 to 80 years. In the past Taiwan 
mat was chiefly sold to Shanghai, Tientsin and Tsingtao; 
foreign export was negligible. With the lost of the Main- 
land to the Communists the supply now exceeds domestic 
demand causing a decline in production. The Philippines 
and Thailand are both good markets for Taiwan mat, and 
it has been proposed that the Government should send ex- 
perts there to study the prevailing conditions, and exert 
efforts to open up a new international market for the pro- 
motion of Taiwan mat industry. 


The Hat-Plaiting Industry 


In the 23rd Year of Emperor Kwong Hsi of Ching 
Dynasty (1897), shortly after the Japanese occupation of 
Taiwan, 2 Japanese official asked the women of “Yuan Li” 
to plait a straw hat. At that time, mat-plaiting was popular 
handicraft work in “Yuan Li”. A young woman by the 
name of Hung Yang succeeded in completing the first Ta 
Chia hat with “Lin Grass” as the plaiting material. Hung 
Yang did not monopolize the technique; she trained her 
fellow folks with the skill. Following the Ta Chia straw 


ee 
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hat, the Lintou straw hat came next to the market. In 
1899, a British in Taiwan taught women with the art of 
hat plaiting by using Lintou straw as material, and after- 
wards a Japanese named Kondogi Gero also taught prisoners 
the art of hat plaiting. This marks the beginning of Taiwan 
hat incustry. 

Taiwan straw hats are classified according to different 
materials used such as Ta Chia hat, Lintou hat, Bamboo 
Leaf hat, Palm Leave hat, Silver Thread hat, Rice Paper 
hat, Panama hat, Manila hat, etc. They can also be 
classified into hats made of vegetable fibres and those of 
chemical fibres. For export there are generally four kinds: 
Ta Chia hat, Kuei Wood hat, Lintou hat and Rice Paper 
hat; the raw materials for the first three kinds are local 
products while those for the last, imported from abroad. 
For the making of Ta .Chia hat, the Ta Chia “Lin Grass” 
is used—spring grass for common quality hats and autumn 
grass for fine ones. Each kilogram of dried straw is suffi- 
cient for four hats—man or lady style. Although Ta Chia 
hat has long historical background, it is not so welcome 
by foreigners, due to its changing of colour if wetted with 
rain. The Kuei wood (a kind of Chinese juniper) hat is 
made with Kuei wood of the best quality. The wood is 
first cut into small pieces in sheet form and then split into 
fine threads as material for making hats. Each Fang (100 
B.M.F.) of Kuei wood can be split into 2,500 threads, and 
each hat requires 360 threads. Chang Hua district is the 
centre of Kuei wood hat industry. In the past this kind 
of hat was pepular in America and Europe, but it has lost 
its market in recent years. The number of factories for 
the manufacture of Kuei wood threads has dropped from 
oe tOuo, 

The Lintou hat is made with leaves of the Lintou 
grass. The original mould is called green Lintou, and after 
bleaching, white Lintou. The leaves are split up _ into 
threads of 0.5 of 1/10th of an inch wide to be sold to 
collectors. The wage for the making of 10,000 threads is 
$5.50. Besides hat making such threads can also be plaited 
into handbags, ete. As the leaves have a coat of greasy 
stuff, hats made from this material can stand rain very 
well, and, coupled with the low price, they are most welconfe 
by workmen in South America and in the western and 
southern parts of North America. Rice paper hat was 


TAIWAN 


Taiwan’s Banana export is the fourth largest foreign 
exchange earning item, next only to sugar, rice and salt. 
Exports to Japan alone have earned for Taiwan a yearly 
sum of US$3.32 million to $6.4 million in the past four 
years. About 200,000 of Taiwan’s rural population make 
their living on the banana plantations. 

In the export of this perishable commodity, air trans- 
portation is vital. With the cooperation of CAT, about 100 
baskets weighing about 10,000 pounds are being flown 
weekly to Okinawa. Substantial quantities are also being 
flown by CAT planes to Japan and other cquntries in the 
Far East. 

Main banana producing centers are Taichung, Nantou, 
Changhua and Miaoli in Central Taiwan and Kaohsiung and 
Pingtung in the southern part of the island. Most of the 
plantations are on hilly terrain. Before World War II 
there were in excess of 50,000 acres of banana plantations 
which yielded an annual peak production of 218,589,117 
kilograms. But the figure had dropped to 14,000 acres by 
V-3J Day because of difficult wartime conditions. The 
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introduced to the market in 1915. Rice paper is a kind of 
chemical fibres. The paper hat is not rainproof; but after 
it is exported to America and processed with a coat of glue 
or varnish, it can also stand the rain. Its low price attracts 
buyers and the largest market is in America; hence it oc- 
cupies the first place in the hat export trade. Other hats 
such as Panama, Silver Thread, Manila, Palm Leave and 
Bamboo Leaf hats, due to their small demand in foreign 
markets, may have good sale for a short time and then die 
down; so the amount of their production is limited, 


Hat plaiting is a kind of auxiliary work done by women 
and youngsters in a family during leisure hours. Farm 
women along the western coast of Formosa utilize most of 
their spare time for the plaiting of hats as well as mats. 
Raw materials are supplied by middlemen, and they collect 
the moulds after completion by paying wages to the workers. 
The moulds are classified and sold to local dealers or ex- 


porters. The trimming of hat edge is then done by 
specialists before marketing or exportation. For Ta Chia 
hat, after being trimmed, it has to be dried, cleaned, 


varnished and shaped. 


The most prosperous year for Taiwan hat was 1934 
when the annuai production attained 15,000,000 pieces. 
After the Pacific War, however, export was abruptly stopped, 
and the number of hat workers has since been reduced 
from 150,000 to 21,000. Since 1950, under Government 
assistance, the quantity of hats exported in 1950 was 404,000 
pieces (US$53,000); in 1951 700,000 pieces ($160,000); in 
1952 1,556,000 pieces ($659,000); and in 1953 2,152,000 
pieces ($950,000). The last was the highest figure after 
the war, which is still far from that registered in 1934. 
Foreign markets for Taiwan hat include America, Europe, 
Japan, Hongkong and other countries in the Far East. It 
has been proposed to the Government by the Commission 
for the Promotion of Handicraft Industry that if proper en- 
couragement is given, foreign exchange earned from hat 
exports alone would reach US$2,400,000 after one year, ex- 
cluding other straw products. For exports, the fashion of 
hats is very important. Hats which are fashionable this 
year might lose their popularity next year. Investigation 
should therefore be conducted frequently abroad to study 
the changing taste of the buyers. 


BANANAS 


banana planting industry has had its ups and downs during 
the post-war years under the influence of marketing condi- 
tions abroad. Japan, of course, was the principal market 
for Taiwan bananas in prewar days. The export business 
to Japan came to a Standstill immediately after the war, 
but fortunately a new market in North China was found 
as compensation. The postwar peak of banana production 
was reached in 1949 with a record yield of 128,630,000 kilo- 
grams. But the market on mainland China was lost with 
the Communist conquest, and the Taiwan banana industry 
had to look again to Japan for its market. 


Bananas planted in Taiwan belong mostly to the musa 
sapientum and musa coccinea varieties. They are planted 
in tropical and subtropical areas: All the land area south 
of Hsinchu district is suitable for banana plantations, A 
banana tree usually yields its crop 153 months after plant- 
ing. The fruit should be harvested when 80% ripe to pre- 
vent spoilage during the shipping veridd. Most of the 
Taiwan bananas are exported and only a fraction kept for 
lecal consumption. About 90% of the exported bananas 
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INDONESIA’S FOREIGN TRADE IN 1954 
Indonesia’s Balance of Trade VALUE OF EXPORTS 
(Rp million, including revenue from export duties) 
(Rp million) 1938 1951 1952 1953 1954 
Total Oil companies not included Rubber ........2--+-egeeeee mele 158 2,483 4,778 3,080 be 
* Imports Balance of which: estate rubber ...... 84 817. 2,258 1,561 2, 

Baron tats Tibboray > Belence ans he ie ere ae smallholders rubber - 71 1,666 2,520 1,519  —+1,887 

1938 687 478 + 209 524 470 as 54 Petroleum and _ petroleum  pro- 
1950 3,038 1,678 + 1,365 2,478 1,416 + 1,062 ducts 5 cine wala ddatterste 163 703 2,181 2,292 2,579 
1951t 4,908 3,318 + 1,590 4,205 3,041 7A L164 ‘Tin and tinvore) Amare ence 34 308 981 926 700 
1951§ 14,724 9/954 + 4,770 12,615 9,122 + 3,492 Copra and copra cakes we 43 503 641 728 657 
1952 10,652 10,806 — 154 8,471 9,690 — 1,219 Coffee .. é 7 14 81 206 343 454 
1953 9,343 8,584 + 759 7,052 1,652 — 600 es seeeeee : a td Au afi a 

1954 9,759 1,172 + 2,687 7,180 6,372 =f 808) LOPAC CONT atcremee eer ren eens 
, Palm oii and palm kernels .... 19 144 846 380 347 
, Pan) Sugary eo ionincec a ceinesteiedmarya 45 4 2 111 255 
* F.o.b.; excluding postal parcels, passengers’ goods, ship's chandlery, poe, and other spices ...... 18 57 243 206 183 
gold and silver. . Tapioca and tapioca products .. 9 24 3 27 68 
+ C.i.f.; excluding postal parcels, passengers’ goods, gold and silver. Forest peodeces (timber, gums, ? BS _ 2 ‘ 
a : = PesAG) dcx an Geass 4 6 
# Rate ESR ites ee 808 Hard rope fibres ......... 2202, 18 29 «118 71 52 
§ Rate: U.S. $ 1 = Rp 11.40 Ground nuts and sroundmat oil 4 23 4 38 50 
: Rattan weosacdteaesrs _ 3 14 29 45 44 
While the decrease in imports which started in 1952 Pinang nuts ‘ ‘ a = _ 34 
continued also in 1954 the decrease in the proceeds from yh and skins ee a A < - 2 
exports ceased. This is accounted for by the on the whole Sago and sago products ney 1 18 18 20 13 
favourable trend of international trade conditions with an cae vette nese eee e eters eeeees : 4 7 o : 
attendant further increase of world trade, more particularly Soya beans ...... 1 2% ees 10 = 
world imports. Total <Gratetetsle ies sasiotora etatels wake 648 4,689 10,265 8,978 9,396 
Other export products ........ 39 219 387 366 363 
EXPORTS: The monthly average value of exports was otal exports —.......0..0e00s 687 4,908 10,652 9,344 9,759 

Rp 813 million in 1954, against Rp 779 million in 1953, Total exports, excl. of petroleum 
and petroleum products .. 524 4,205 8,471 17,052 7,180 


Contributive towards this rise were mainly the commodities 
petroleum, tea, sugar, tobacco and coffee. The export value 
of rubber remained on the whole practically unaltered; that 
of tin and copra displayed a decline. Quantitatively exports 
in 1953 totalled about 12.2 million tons and in 1954 upwards 
of 12.7 million tons, so that there was an increase of ap- 
proximately 4.5%. The share of agricultural produce in 
the total value of exports showed an increase again for the 
first time since 1951. It was nearly 65% against 62.5% in 
1953 and over 77% in 1951. The share of mining products 
of course showed a trend in opposite direction. 


Destination of exports: Most important are a decrease 
of (direct) exports to America, mainly the U.S.A., and an 
increase to Asian countries, chiefly Hongkong and, to a 
lesser extent, Japan. The drop to the U.S.A. reflects the 
effect of the recession which presented itself in that country. 
The advance in the share of Hongkong is the result of the 
barter transactions made with that area in 1954, while the 
measures taken in Japan to ensure better equilibrium in the 
balance of trade with Indonesia account for the increase 
of the exports to that country. The value of exports to 
Singapore was practically of the 1953 magnitude. During 
the last six months of the year however this value decreased 
as a result of the prohibition promulgated in July to export 
the better grades of rubber, coffee and tea. The object was 
to gain higher proceeds from exports by eliminating entrepot 
trade. A similar measure was taken in May 1954 in respect 
of copra exports to the Netherlands. These measures were 
however little successful, if not a downright failure. Much 
high grade rubber and tea are exported to Singapore as 
lower grade, and local copra still finds its way to European 
markets via the Netherlands. 


The creation of the N.V. Karet in southern Sumatera 
was one of the means for improving the quality of small- 
holders rubber for export. Contributive work towards a 
similar purpose might also be done by the central organisa- 
tions for other smallholders produce, more in particular 
kapok and tobacco (krosok). 


A factor which had a detrimental effect on normal 
export trade was the disparity, set in in 1953 already and 
widened in 1954, between local and world prices for Indo- 
nesian export commodities. As cause of this development 
was the fact that in 1954 the Ministry of Economie Affairs 
granted on a large scale permits for concluding barter and 
parallel transactions—whereby the exporter was being en- 
titled, frequently up to 100%, to a counterimport trans- 
action—and for preferential export transactions which it was 
allowed to conclude at prices often far below world market 
level. Only the export value calculated at the approved 


WEIGHT OF EXPORTS 
(000 tons gross, unless otherwise stated) 


1938 1951 1952 1953 1954 
Rubbers (HEC) seveiecic/eore cietaeieleiniate 3 304 155 
of which: estate rubber ...... 157 205 298 235 238 
smallholders rubber . 147 550 452 879 472 
Petroleum and petroleum  pro- 

GUCES Ta oc oc ue iteceinicitrcemnee 6,067 6,725 17,883 9,599 9,887 
Tinvand “tin: “ores semen ccna 27 45 51 48 49 
Copra and copra cakes (met) .. 659 590 429 414 433 
Coffee (net) micieteeiate ajatsiaavstaralerele 68 23 19 32 33 
Tea (net) = sceyere 12 40 32 29 40 
Tobacco (net) c arceleeioe 49 13 10 14 20 
Palm oil and palm “kernels (net) 268 122 157 174 182 
Sugar! (net) waco stevaleisisista’s 1,175 6 1 92 210 
Pepper and other spices ..... es 131 10 13 16 24 
Tapioca and tapioca products .. 250 99 1 30 146 
Forest pee! (timber, gums, 

resins) TRseh ou. seee stone 5 429 95 156 164 
Hard rope fibres (net) ........ 90 14 28 26 i 
Ground nuts and groundnut oil 33 21 1 13 18 
Rattan= (eccacetoscee 5 36 22 21 27 29 
Pinang nuts ..... 64 7 22 20 24 
Hides and skins 6 4 2 1 i] 
Shells Mholetvieieie infajeaieieirtateletersteioeiers Lh 3 2 2 2 
Sago and sago products 28 40 36 45 34 
Wattle” Got sina amavocerewes 12 8 8 tf 4 
DOR) Sides cdNfarstat ainsi shire tains 368 116 108 136 87 
BOVE DOANE Ss cm catencemesctes ws 9 =a = 7 =~ 
Potal wissen ee heccess seeeeee 10,146 8,758 9,725 11,56 2 
Other export ‘products <!111!11 848976879 680g 
Total “exports ’” (seaase ene - 10,994 9,784 1 
Total exports, excl. of petroleum Piety ea pa 

and petroleum products ., 4,927 3,009 2,421 2,594 2,857 
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price benefits the country; the excess benefits the trader who, 
by disposing of the thus obtained currency at free rate of 
exchange, is being put in a position to outbid the normal 
export trade and, by so doing, to boost local prices. Such 
transactions have moreover a price decreasing effect on world 
markets since the favoured exporter is in a position to in- 
voice below world price level. The counterimport is fur- 
thermore mostly paid too much for, while frequently being 
of inferior quality. These transactions have therefore led 
for the country to extra loss of foreign exchange and de- 
terioration of its competitive position, for the consumer to 
price increases, or a lowered standard of living. As the 
sole positive resultant can be put forward here: the wind- 
fall profit of the traders in question! 

Although parallel transactions have meanwhile, in 1955, 
been confined to only a number of weak export commodities, 
while the privilege of counterimports has been reduced 
from 10 to 30% of the export value, the disparity as re- 
gards some strong commodities has not become smaller so 
far. A more rigid control over the issue of export licenses 


EXPORTS CLASSIFIED ACCORDING TO COUNTRIES OF DESTINATION 
(Rp million) 


1938 1952 1953 1954 


EUROPE 
Netherlands and f.o. 


ayeivtesat ei osereverris 137.49 1,822.49 


37.32 292.19 194.98 455.27 
25.46 386.76 445.53 451.24 
12.00 89.52 97.52 97.27 
5.69 86.74 57.43 63.33 
9.73 BGTL 162.80 173.09 
10.09 65.34 30.92 25.96 
5.38 27.78 60.39 25.00 
2,12 17.66 60.78 58.36 
10.15 147.03 92.74 114.L1 


2,277.70 2,103.87 


Total exports to Europe .... 255.43 3,498.43 3,306.96 3,346.12 
Percentage of total exports 
WalQEN idercieleretislstie «tore seas 37.2 32.8 35.4 34.3 
AMERICA 
Canada ta Mersiea iiss sietealerach steleinie’s 1.25 14.44 4.57 4,74 
United States 97.88 2,698.25 1,929.95 1,635.63 
Other countries 8.85 122.49 134.73 121.22 
Total exports to America .... 107.98 2,835.18 2,069.25 1,761.59 
Percentage of total exports 
ALG MM ec retclofatscietalevenn erst 15.7 26.6 22.1 18.1 
PSOE EGS Ate fale yp0) csciete w wioiateraysletere)s! sv (evs. 
Pe VG Net sieteieie toler alates 26.66 17.77 21.34 14.46 
Portuguese East Africa 0.59 VNR 34.64 19.16 
Union of South Africa 5.28 46.47 29.32 31.70 
Other (countries, oic.cc.0100000 0 5.33 16.93 30.44 17.09 


Total exports to Africa .... 37.86 102.44 115.74 82.41 
Percentage of total exports 


OG Saopedbange merseiare : 5.6 1.0 1.3 0.8 
ASIA 
EM AG eereverutatstn!stola’atareiy/0)o\e\<tstsieisietaiaietels 2.53 8.12 20.20 9,86 
India ny) 5.15 ( 17.70 64.52 8.00 
Pakistan -) ( 2.91 — — 
Burma «2.5. ae 0.11 0.77 1.59 rep ys 
SENALIANGS  sicisisic's s,0/0 2.76 13.26 83.66 96.27 
Malayan Union ..... 3.51 144.37 156.11 143.63 
ROMANE UMN Walelayehdveis's/steievess 7.72 141.01 120.78 234.94 
PHOEGAVOVS Fos cusin vicuvatere ° 116.65 2,632.39 2,011.42 2,120.23 
Indochina 1.95 120.92 128.43 98.57 
Hongkong 13.49 31.09 129.92 455.66 
CE” “PA APERS ds baa seems 9.88 0.40 — 26.38 
CEE SOS FO OOO Ieee 21.43 283.02 423.61 571.13 
Philippines! MH Wrs:.is siscneile utes 6.02 89.19 78.15 117.73 
Others countries, | Vira rsscarepre cjenee ee 9.90 13.72 34.09 19.62 


Total exports to Asia ...... 201.10 3,558.87 3,251.48 3,909.19 
Percentage of total exports 
NEUE Sno boty aac OOr Cee 29.1 33.4 34.8 40.1 
AUSTRALASIA 
PAMSEY AMA) i sisisis ei cistivs sieisiereaiaiss ao 28.89 266.47 214.82 344.88 
New Zealand 7.64 52.41 39.79 25.18 
ICCA TIA MET tee cisieisis eis sieieoiaeele BAG 0.26 14.88 20.15 20.29 
Total exports to Australasia 36.79 333.76 274.76 390.35 
Percentage of total exports 
j SALE Te \elelalatsleteiniels/sleiataisters 5.4 3.1 2.9 4.0 
Via free ports: 
Sabang, Tandjung Uban = and 
MERROW RG a iotiisiaiacecsiciainis austria 47.89 322.81 325.55 269.39 
Percentage of total exports 
VANE ie i309) s tara atetoio/s stolen lost 7.0 3.1 3.5 2.7 
Grand Total ........ 687.05 10,651.5 9,343.74 9,759.05 
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and over the export prices approved by the K.P.U.E. in 
general, is urgently required. Only such a measure com- 
bined with a more intensified fight against ordinary smuggle, 
which must also have assumed an increasing volume in 1954, 
can lead to restoration of normal trade. And only with a 
normal export trade will it be possible for a solid class of 
Indonesian exporters to develop. 


IMPORTS CLASSIFIED ACCORDING TO COUNTRIES OF ORIGIN 
(Rp million) 


1938 1952 1953 1954 
EUROPE 
Wetherlands: i ancpissaciaccisicissteine ters 106.17 1,417.15 1,006.79 750.33 
United Kingdom and Irish Re- 
public 38.16 775.15 604.22 388.99 
Germany 49.05 709.95 568.69 490.98 
France 9.41 99.82 75.49 111.12 
Belgium and Luxemburg 13.19 259.42 260.50 155.07 
tal yas dsrsslasere 5.05 214.04 95.30 135.08 
Czechoslovakia 4.75 30.90 32.38 88.53 
Switzerland 4,42 65.65 68.30 71.50 
Sweden Tred 3.54 126.86 132.52 114.29 
Spain S cesaecinera 0.28 30.74 1.36 5.08 
Other countries: cece. sesewiecs 5.77 151.37 139.19 213.52 
Total imports from Europe .. 239.79 3,881.05 2,984.74 2,524.49 
Percentage of total imports 
Waleen iit ener miisisne ican 60.1 35.9 34.8 35.2 
AMERICA 
Canada ei saci eseroitarsteieiciz ciate oystelaie 3.67 68.35 11.23 12.39 
United States 60.21 1,852.63 1,539.37 1,034.87 
Other countries 0.54 340.20 40.03 1.28 
Total imports from America 64.42 2,261.18 1,509.63 1,048.54 
Percentage of total imports 
EC int 30 acoleistotatate ia 13.4 20.9 18.5 14.6 
AFRICA 
EY DU ae miata sctesaheloratersvarstors sales eraterejetarere 0.43 6.06 10.35 6.53 
British East Africa 3.21 94.74 68.75 66.53 
Union of South Africa 0.17 8.59 9.69 7.85 
Other countries ....... 0.59 39.98 8.96 33.89 
Total imports from Africa 4.40 149.37 97.75 114.80 
Percentage of total imports 
WENO So nqcouseecdedonso 0.9 1.3 Bo 1.6 
ASIA 
Sarawak, Brunei, Br. North Borneo 1.68 373.47 331.25 67.95 
th wapagocosooncddcguanvacson ) 11.17 ( 219.98 216.38 160.96 
Pakistan -+) wee 1.33 0.97 _— 
Burma we 7.20 343.78 476.98 347.45 
Thatland (icine 2.58 565.13 187.03 181.06 
Malayan Union 0.30 14.42 12.99 9.67 
Penang .ajcce sees 4.28 2.04 0.53 2.12 
Singapore 86.18 191.78 112.39 56.76 
Indochina 2.11 142.03 91.86 90.23 
Hongkong 6.47 899.36 623.63 430.16 
Ching) Giese. 8.26 22.57 24.27 40.32 
Japan... 71.838 1,453.45 1,447.01 1,559.03 
Philippines ....... 0.89 7.00 5.27 2.77 
ther a Countries| Gisj<issiatieaisisisics <0 1.40 125,05 168.50 376.72 
Total imports from Asia .... 154.34 4,361.39 3,699.06 3,325.20 
Percentage of total] imports 
REG. | AarcocudcnuOnusdcd 32.3 40:3 43.1 46.4 
AUSTRALASIA 
Australia cicsiccieocistsaiels sjelsiasivioie 13.24 149.50 199.60 147.27 
New Zealand and Oceania ...... 0.05 0.63 0.49 0.07 
Total imports from Australasia 13.29 150.18 200.09 147.34 
Percentage of total imports 
Weare A aangancoconoooged 1.8 1.4 2.3 2.0 
Via free ports: 
Sabang, Tandjung Uban and 
WHET OWN Be hercfale a cisisrate ein slelsue ele erere 2.22 3.15 11.52 11.29 
Percentage of total imports 
Vale § caswus set sclitee asi aye 0.5 0.2 0.2 0.2 
Grand Total’ <. 3... 478.46 10,806.27 8,583.79 7,171.66 
IMPORTS: The indonesianisation of import trade was 


one of the problems being in the limelight during 1954 
Postulating that indonesianisation should be most vigorously 
tackled, it must nevertheless not be lost sight of that a sound 
development in this direction will only be attainable by 
being unsparing in efforts, by gaining experience, by build- 
ing up sound and well-conducted enterprises and by streng- 
thening the financial position of these enterprises by internal 
financing. There is much room for doubt whether the 
Government policy pursued in this sphere may lead to per- 
manent positive results. That policy in fact aimed at. 
granting foreign exchange allocations to any one having 


572 


registered as an importer, though it was common knowledge 
that the vast majority of these “importers” (about 4,000) 
never comes to doing real import business, but transfers 
the import licenses obtained to real, mostly foreign im- 
porters. The creation of this group, typically labelled as 
brief-case-importers, resulted in both an increase of cost of 
distribution and of prices, and an impediment to the deve- 
lopment of the bonafide Indonesian import houses since the 
greater part of the foreign exchange allocations issued falls 
into other hands. 


One of the phenomena the above entails is the in- 
creased irregularity and unsmoothness with which imported 
goods are supplied, which is besides to uneven granting of 
licenses, to an equally great extent to be attributed to in- 
adequate expertness. Accordingly as the foreign exchange 
pool to be divided grows smaller, the factor of expertness 
and market know-how comes to weigh heavier. It is obvious 
that Indonesia’s interests are only served by the creation of 
a bonafide Indonesian import apparatus. The same applies 
to the internal distribution machinery, in respect of which 
also forced efforts to arrive at indonesianisation were made 
in 1954. It must be evident that import and distribution 
apparatus cannot be built up by the issue of licenses and/or 
allocations to persons whose activity remains confined to 
illegal disposal of these allocations. To ensure the sound 
development of an Indonesian import and distribution ma- 
chinery it must be deemed essential to resort not only to 
rigorous screening, .but also to a revision of the system of 
allocations, which ought to be based upon the ability and 
financial capacity of those concerned. By the end of 1954 
the first steps in this direction were taken. 


The manipulations in respect of the import and distri- 
bution of various basic materials, which increased in con- 
nection with the import restrictions, have prompted the 
Government to declare various important import commodi- 
ties, comprising textiles, cambrics and cloves, to be controlled 
goods and to concentrate the import thereof in the Jajasan 
Perbekalan dan Persediaan (J.P.P.). In importing use is 
made of the activities of national importers as handling 
agents, whereas various of the imported goods have to be 
passed on to wholesale dealers nominated by the J.P.P. 
The margins of profit for importers, wholesale dealers and 
retailers, are fixed by price decrees. As to textiles this 
scheme failed of its purpose, viz. the elimination of unwished 
for manipulations. Early in 1955 therefore the scheme was 
revised; part of all textile imports was returned to private 
enterprise while the distribution, against prices fixed by the 
Price Control Bureau, was released. This new (so-called 
BIT.) regulation aims on the one hand at having the 
Treasury benefit to a large extent by the enormously in- 
creased margin between landed cost and retail price, while 
it is on the other hand hoped that injections with. J.P.P.- 
textiles will keep down the soaring tendency of prices. 


At an earlier date already it had been made possible 
again for a single scarce import article (flour) to be im- 
ported on a basis of free fight. In the beginning of 1955 
this form of normal import trade was extended to embrace 
a few more commodities, including cement and fertilizers. 
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The import data of the K.P.S. for 1954 show that the 
restrictions mainly affected consumer goods, while though to 
a lesser extent also the import value of raw materials and 
capital goods decreased. As a result, the per cent break- 
down of the aggregate imports over these three classes 
shows for 1954 a further increase of the raw materials share 
and a continued fall in the proportion of consumer goods, 
which tendency has been presenting itself since 1952 already. 
The decrease in imports of rice, wheat flour, cotton piece 
goods, writing paper, diesel engines, machinery, agricultural 
implements, motor bicycles and bicycles, assumed very great 
proportions. Imports of cement on the other hand increased 
strongly, while imports of cotton yarns also displayed a 
further advance. 

The relative changes in comparison with the preceding 
year in the origin of imports are in so far in line with the 
changes in the destination of exports that imports from the 
U.S.A. decreased and from Asia increased. The absolute 
figures display a decline practically all along the line, which 
was inter alia very considerable for imports from the U.S.A. 
and the United Kingdom. Though the strongly rising trend 
of imports from Japan during the first six months of 1954 
came to a stop in the second half year the overall figure still 
exceeded the 1953 total. 

The tight foreign exchange position Indonesia finds 
itself in at present, calls for economically justified utilisation 
of this foreign exchange. Rightly it has meanwhile been 
decided that the foreign exchange available for imports in 
1955 should primarily be used for importing basic materials, 
so as to keep the production machinery going and maintain 
the level of employment. The curtailment of consumer 
goods imports required therefor, will in particular have to 
be materialised by restriction of the importation of luxury 
and semi-luxury articles. The importation of capital goods 
for renewal and for extension, if any, will greatly depend 
on the credit facilities obtainable from abroad. 

For this purpose negotiations were entered into with a 
number of West European countries during 1954, which re- 
sulted in the conclusion of some multi-year credit agree- 
ments. The terms of the credits in general extend over a 
period of from 4 to 5 years. In addition to this credit 
scheme for the sake of the importation of capital goods, by 
the end of 1954 the possibility was created to import, on a 
modest scale, certain basic materials, such as cotton yarns, 
chemicals, electric articles and assembly parts, on a 12 
months’ term of credit. It is self-evident that these credits 
too, which naturally create a debt in foreign currency pay- 
able within a rather short period, ought to be utilised in 
an economically justified manner, preferably by investment 
in such projects as will be earning or saving foreign exchange 
within a short period. As in the case of the allocation of 
mport licenses, the allocation of these credits should only 
be granted to efficiently working undertakings, so as to elimi- 
nate waste and unwished for manipulations. 

But the possibility of attracting credits from abroad 
may not fog reality. The principal source for financing the 
the. economic development must be the own foreign exchange 
earnings. The still too futile volume of available gold and 


IMPORTS INTO INDONESIA 
Value Per cent share 
(Rp million) in total value of imports 

1938 1951 1952 1953 1954 1938 1951 1952 1953 1954 
Total imports: 
Consumer: goods: © lac cccostns emer mebiontea wenare 207 1,701 5,377 3,740 2,699 43.3 61.5 
Raw and auxiliary materials 154 1,148 3,440 3,232 3,048 32.2 34.6 31.8 37.8 42.5 
Gap isnliMwocdsd ny Say ce nGae sels ee a ET 117 469 1,989 1,612 1,425 24.5 14.1 18.4 18.8 19.9 
Imports excluding oil companies: ‘ 
WonkumMer "GOOds!  _ </vaca cee sais cinta Aucevaene eters 205 1,654 5,293 3,691 2,658 43.7 54.4 
Raw and auxiliary materials . 148 967 2,682 2,537 2,447 31.4 31.8 ot 33.1 38.4 
GCapltallagoddar i sa Gen ea Miomianehoneentnoue 117 422 1.716 1,441 1,266 24.9 13.8 17.7 18.8 19.9 
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foreign exchange holdings forms a bottleneck for a further 
economic development. Credits are only of a supplementary 


nature and neither can nor must supersede the own re- 
sources. 


TERMS OF TRADE: The unfavourable trend, which the 
terms of trade had in the last four months of 1953 was 
maintained during the first few months of 1954. In February 
the terms of trade had gone down to 63 (1950=100), against 
an average of 76 for 1953. From that time there was a 
gradual amelioration to 90 in October and December, caus- 
ing the average for the year 1954 to reach 80. The price 
index number for exports appears on the whole to have 
remained below the 1958 level, despite the recovery which 
set in during the second half of 1954. The improved terms 
of trade in 1954 were consequently the result of the rela- 
tively stronger decline of the price index number for im- 
ports. While the decline of export prices coincided in the 
first few months of the year with an increase of import 
prices, there was from that time on practically a continuous 
fall of the index of import prices. 


Of the most important export produce, only the prices 
of petroleum and petroleum products displayed an increase. 
Copra prices declined slightly, those of tin very considerably. 
This latter phenomenon is due to the expiration of the tin 
agreement with the U.S.A. for 1952 and 1953, which had 
been concluded at very high prices, while the price of the 
agreement made for 1954 was based on the meantime strong- 
ly decreased market price. The price index number for 
rubber also showed a slight decline, unlike not only the 
strongly increased inland prices but also the trend of ex- 
ternal rubber quotations, which were on approximately the 
same level throughout 1953 and 1954. 


Of the import commodities the consumer goods showed 
the strongest decline; the price indices for raw materials 
and especially for capital goods decreased to a considerably 
lesser extent. The price index for weaving yarns showed a 
slight increase. 


Though in February 1955 rubber prices declined to 
some extent and also some other export produce (coffee and 
tea) showed a reaction, the terms of trade maintained a 
Jevel higher than the average for 1954 in the first few 
months of 1955. 


FOREIGN EXCHANGE SYSTEM AND MEASURES: 
In May 1954 a drastic quantitative restriction of imports 
was resorted to. For all non-Government imports, a foreign 
exchange quota of a maximum of Rp 50 million a week was 
fixed which could afterwards—also as a result of the in- 
crease in export proceeds in consequence of the rise in price 
of a number of export commodities, especially rubber and 
tea—gradually be raised. At the same time a more rigid 
control on the issue of licenses for foreign exchange for 
import purposes was introduced. In the middle of July 
the prepayments to be effected by importers into the Foreign 
Exchange Fund on the issue of a provisional import license, 
were increased from 50% (since October 1953) to 75% for 
the importation of basic materials and capital goods for in- 
dustrial purposes, and from 75% (since April 1953) to 100% 
for all other imports. 

In line with the aim of having exports, whenever pos- 
sible, move direct to the country of ultimate destination it 
has been prohibited since July 1954 to export high grade 
rubber and estate coffee and tea to Singapore. In August, 
with a view to economising on foreign exchange in the in- 
surance sector, the regulation was promulgated that im- 
porters should no longer obtain foreign exchange allocations 
for transferring premiums for the freight insurance of their 
imports. These insurances had from that time to be covered 
with the insurance companies operating in Indonesia. 
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In connection with the large number of cancellations 
of foreign exchange contracts covering exports, especially 
to Hongkong, the penalty clause of 10% of the value of 
such a contract, already in force in respect of exports to 
Singapore and Malaya, was declared to be applicable to 
Hongkong as well as from November ist, 1954. At the 
same time the provision was made that whenever an ex- 
porter had concluded a foreign exchange contract covering 
an export consignment to Hongkong casu quo Singapore/ 
Malaya he was immediately to hand to the bank concerned 
a promissory note, signed by him or on his behalf, amount- 
ing to 15% of the value of the contract. In case of non- 
fulfilment of the obligations arising under the contract this 
amount too should be forfeited in favour of the Foreign 
Exchange Fund. Exports to other destinations are for the 
time being exempt from this penalty clause, but should the 
necessity arise, then these provisions could integrally, i.e. 
irrespective of the destination of the exports, be made 
applicable to individual exporters. 

In the system of parallel transactions adopted for some 
considerable time past to promote exports and of which use 
was being made especially in the trade with Hongkong and 
the countries of Eastern Europe with which trade and mone- 
tary agreements had been concluded, drastic changes were 
introduced in January 1955 causing the parallelism of the 
transaction to be lost and giving the whole arrangement 
the aspect of an additional export inducement. Parallel 
transactions are no longer allowed to be made in their 
original form, i.e. in the form of imports from and exports 
to a given country to an equal amount without discrimina- 
tion of export commodities, but have been replaced by a 
parallel scheme under which exporters of specified weak 
produce obtain a right to an import allocation for goods 
likewise specified, up to an amount varying according to the 
produce exported from 10 to 30% of the export proceeds. 
This counterimport can irrespective of the country of de- 
stination of the export or of the currency earned be obtained 
from any country in the currency set therefor. 

In this connection it must be noted that towards the 
end of 1954 a payment arangement was made with Mexico 
in order to accommodate barter transactions of private 
enterprise with that country. The object was to set trade 
between Indonesia and Mexico going, for which reason the 
arrangement remained outside the scope of the new parallel 
transaction scheme. 

As from February 11th 1955, the inducement in respect 
of exports of smallholders rubber was withdrawn, seeing 
the strong position of rubber on the world market. For 
the other export produce coming within the inducement 
scheme the system remained unaltered. 

A measure of a more fiscal] nature was the introduction 
on February 19th of the levy of 88-1/3% on the import 
of securities from abroad (TPI—Efek), causing part of the 
profit which the consignees when selling the securities at 
Djakarta quotations received over the official currency rate 
of exchange ratio, to benefit the public funds. 

Likewise of a fiscal nature is the arrangement intro- 
duced on February 25th, according to which the issue of im- 
port licenses for certain classes of textile was made de- 
pendent on the surrender to the Central Bureau for Imports 
of a so-called textile import certificate (bukti impor tekstil 
—B.ILT.). For obtaining such a certificate those concerned 
are to submit, along with their importation offer, a bid 
in terms of percentages of the c. & f. import value. After 
the allocation hag been granted, which is judged on the 
basis of both offer and bid together, the importer in question 
can take receipt of the B.I.T. from the Bank Indonesia 
against payment of the amount of his bid. 

Indonesia received various offers from foreign countries 
for credit facilities—mainly intended as suppliers’ credits— 
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from exporters, from Government bureaux for the promo- 
tion of exports and from banks with a view to expand- 
ing the exports from the country concerned to Indonesia. 
These credit arrangements principally refer to the importa- 
tion of capital goods. Countries from which such credit 
offers were received are: France, the Netherlands, Germany, 
Sweden and Italy. For administrative purposes these sup- 
pliers’ credits were categorised into B credits for the 
Netherlands, and C credits for the other countries. 


A different form of credits from abroad, though for a 
shorter term, was found in the system of long term pay- 
ments (A-credits) under which importers were allowed to 
order certain basic materials from abroad on the condition 
that the supplier should be willing not to receive payment 
for his goods until 12 months after delivery. This system 
has been made applicable to only a limited number 
of classes of goods and for only a limited amount of money. 


As it had not always been found possible to obtain 
8B or C credit facilities for all vital imports in the sphere of 
capital goods, a D arrangement was introduced in March 
1955, putting importers of urgently required technical arti- 
cles and capital goods intended for keeping the already 
existing industrial machinery going (machine parts and 
tools), in a position to import such goods against cash 
payment abroad on the condition that besides the usual 
prepayments an additional payment, amounting to 25% of 
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the rupiah countervalue of the imported goods, is made to 
the Foreign Exchange Fund. 

Finally, mention must be made of the new foreign 
exchange arrangements entered into during the year under 
feview with two of the foreign petroleum companies, viz. 
the Stanvac group and Caltex, for a period of four and five 
years respectively. This has put an end to the so-called 
let-alone-agreements of these companies. On the ground of 
the special nature of the oil companies the new arrange- 
ments contain a general license of the LAAPLN to: 

(1) Effect payments in foreign exchange for the im- 
portation of goods and for obligations on account of in- 
visibles in so far as required for the development and the 
maintenance of their organisations in Indonesia; (2) retain 
earnings in foreign exchange from exports or other sources; 
such on the condition that (a) up to a certain minimum 
amount new investments will be made or foreign exchange 
will be handed over to the Foreign Exchange Fund; (b) 
yearly a foreign exchange budget is submitted for approved; 
(c) monthly a report is submitted on the foreign exchange 
earnings retained and the foreign exchange expended by 
virtue of the general license. 

The rupiah requirements of the oil companies, in so 
far as not covered by the proceeds from the sale of oil 
and oil products in Indonesia, are to be met through the 
transfer of foreign exchange to the Foreign Exchange Fund. 
They are not allowed to contract loans in rupiah. 
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Malaya 1.88-—— (2,350 listed and 31,000 arranged). Im- 


1.879; Indochina 0.08—0.0769; Thai- ports were all from Macao and totalled 

MARKETS land 0.265—0.253. Sales: Pesos 24,000 taels. A shipment of 32,000 
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transactions were all cleared. No busi- 7° 253% 253% 264High $4 million which represents a sharp 


ness was recorded for Yen and change 
over interest was in favour of buyers 


The opening and closing prices were 
$253 and 25388, and the highest and 


drop from July’s weekly turnover of 
about $14 million. This, however, does 
not indicate a “slump” as the market 


ee. ae beans beer lowest $253 and 2523. Interest has simply returned to a more ] 
ToGo UE ae ”$500—-300 ie favoured sellers at 15 HK cents per level of trading due to following +a 
10.600. RCE Paces os pee pee ee fine. Tradings in- velopments: (1) less money reached 
Ea shghtly, especially for cash, here from S.B. Asia during the past 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.965—1.9475; 


taels per average 


and amounted to 48,060 taels or 8,010 
a é day. Positions re- 
gistered a daily average of 24,600 taels. 
Cash sales amounted 


three months as compared with the in- 
flow during the first half this year; (2) 
more money went into real estate busi- 


to 33,350 taels ness and foreign trade; and (3) the 


November 3, 1955 


increase of leading banks’ borrowing 
rate discouraged speculative activities, 


Monday: Although trading was ‘e- 
stricted to a half day session owing to 
the Chung Yeung Festival, the turnover 
amounted to approximately $980,000. 
Utilities were again in demand tacking 
on fractional gains as did Lands and 
Cements. Wheelocks and Allied In- 
vestors were active. H.K. Banks and 
Union Insurances were a shade firmer. 
Rubbers were neglected. The undertone 
of the market was steady throughout. 
Tuesday: - Recent price improvements 
were checked by moderate selling pres- 
sure during the morning session. There 
was little change in the afternoon's 
trading and the market closed fairly 
steady. The turnover for the day 
amounted to approximately $1.17 
million. Wednesday: The market was 
quiet. throughout the half-day session. 

late recovery, however, resulted in 
most counters closing fractionally 
above their lowest levels of the day. 
The turnover amounted to approximate- 
ly $530,000. Thursday: The market 
was dull resulting in a turnover of ap- 


proximately $640,000. Prices drifted 
fractionally lower. Rubbers were 
neglected. Friday: The market experi- 


enced one of its quietest days this year 
with business confined to a few sporadic 
transactions, Turnover totalled ap- 
proximately $580,000. The Hongkong 
Realty and Trust Co., Ltd. announced 
a dividend of 15 cents per share for 
the year ended April 30, 1955. .The 
Secretaries for Yangtsze Finance an- 
nounced that at the close of business 
on October 27, 1955, the shares had a 
statistical value of $8.64. 


HONGKONG COMPANY 
INCORPORATIONS 


The following new private companies 
were incorporated in Hongkong during 
the period from September 26 to 
October 15, 1955: 


Melody Ice Cream Company, Limited: 
Nominal Capital, $100,000; Registered 
Office, 102 Castle Peak Road, Kowloon; 
Subscribers—Gee You Yip, 23 Wai 
Ching Street, Kowloon, Merchant; 
Kwong Gee Wai Ying, 23 Wai Ching 
Street, Kowloon, Married Woman; Ho- 
ward Shut Yow Gee, 12 Man Yuen 
Road, Diamond Hill District, Kowloon, 
Merchant. 


International Combustion (Hong- 
kong) Limited: Manufacturers, impor- 
ters, exporters; Nominal Capital, 


$500,000; Registered Office, 601 Marina 
House, Hongkong; Subscribers—A. M. 
L. Soares, 389 Queen’s Road East, Hong- 
kong, Solicitor; David Szeto, 81 Bon- 
ham Road, Hongkong, Solicitor. 

Ho Cheng Glass Industries Company 
Limited: Nominal Capital, $100,000; 
Registered Office, 47-51 Pak Tai Street, 
Kowloon; Subscribers—Chang Chien 
Heng, 31 Wai Tsun Lane, Tsun Wan, 
Merchant; Woo Si Kee, 47 Pak Tai 
Street, Kowloon. Merchant. 
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HONGKONG AND FAR EASTERN TRADE REPORTS 


_China Trade: The Belgian trade mis- 
sion concluded a good number of 
transactions with China in Peking. A 
semi-official Danish trade delegation will 
visit Peking shortly to re-establish trade 
relations with China. 

Taiwan Trade: Taipei will spend 
US$1.68 million on industrial raw ma- 
terials and $10 million on general com- 
modities during the next few months. 

Japan Trade: For imports during the 
second half of the fiscal year ending 
March 1956, Japan allocated US$181.7 
million for raw wool, iron ore, bitu- 
minous coal, scrap steel and iron; and 
US$5.9 million for raw cotton. In 
addition to the £5 million trade agree- 
ment signed with North Korea, Tokyo 


concluded contracts amounting to 
US$10 million with six European 
countries and US$5 million with 


U.S.S.R. The metal export ban does 
not cover items such as galvanized iron 
sheets. 

Korea Trade: Seoul announced that 
allocations of ICA aid funds would be 
made in the order of the arrival of 
applications instead of according to 
compétitive bidding. A single exchange 
rate of 500 Hwan to one US dollar was 
fixed for all procurements under ICA 
aid programme. 

Thailand Trade: Good rice crop was 
reaped by Thai farmers this year with 
an export possibility of about 1,500,000 
tons. Within the first five days after 
removal of import ban on cotton yarns 
of over 40’s, Bangkok approved the im- 
port of 300,000 kilos of these yarns. 

Indonesia Trade: Djakarta negotiated 
with Washington to purchase surplus 
farm products such as rice, milk, raw 
cotton, tobacco leaves, and wheat flour 
from America. Indonesia bought from 
HK during the past two months 400,000 
pieces of cotton textiles. Djakarta was 
considering to re-open the barter trade 
with Singapore. This might improve 
HK’s shipments to Singapore. 

Philippine Trade: The barter trade 
between Hongkong and the Philippines 
covered lumber and sugar from Philip- 
pines. Due to Philippines’ rigid restric- 
tions on imports, exports from here 
were still under negotiation. 

Indochina Trade: Commodity prices 
in Saigon and Cambodia declined as a 
result of recent heavy imports. Ship- 


Baboud Mary (Vintners) Limited: 
Nominal Capital, $500,000; Registered 
Office, 215 Union Building, Hongkong; 
Subscribers—E. W. Pennell, 215 Union 
Building, Hongkong, Merchant; George 
Egbert Sinclair Stevenson, 228 Wang 
Hing Building, Hongkong, Solicitor. 


Great Island Trading Company 
Limited: Nominal Capital, $500,000; 
Registered Office, 42, French Bank 


Building, Hongkong; Subscribers—Wu 
Yau Chi, 22 Pan Cheung Tong Street, 


Macao, Merchant; Yau Chun Kin, 45 
Lower Lascar Row, Hongkong, Mer- 
chant. 


ments of aluminiumwares, electric bat- 
teries and pressure lamps from here, 
however, continued. Purchase of re- 
construction commodities from here by 
Vietnam with US aid funds continued 
during the week. 


Burma Trade: Rangoon tightened 
control over the import of cotton under- 
wears and knitting machines to protect 
domestic industry. The incessant flow 
in sizeable quantities of Japanese and 
Chinese products into Burma caused a 
general depression of commodity prices 
there. Cotton yarns, however, remain- 
ed firm. -New orders for Hongkong 
products covered felt hats, enamelwares 
and pickles. 


China Produce: Vegetable oils were 
actively traded during the week, with 
woodoil leading the market. Rosin, 
spun silk, raw silk, groundnut kernel, 
bitter almond, maize, and black tea re- 
mained popular with Japan and Europe; 
prices advanced. Japan also bought coir 
fibre and mustard seeds; while India 
purchased galangal and dried chilli. 
Teaseed cake was favoured by Singa- 
pore. Sesame, on account of low price, 
drew buying interest from Japan. 
China’s export floor price for dried 
ginger was marked up while that for 
menthol crystal. went down. Aniseed 
oil was abundant in stock and _ price 
slumped although the European market 
was steady. Perrilla seeds were offer- 
ed by China in the local market. Citro- 
nella oil registered speculative tradings 
here despite the sluggish world market. 
Soya bean registered. active local pur- 
chases and buying interests from Singa- 
pore and Penang. Broad beans slipped 
in spite of demand from Singapore 
while red beans ruled quiet. Green 
pea declined despite steady local con- 
sumption and demand from S.E. Asia. 


Paper: The market was still warmly 
supported by Korea and S.E. Asia, but 
dwindled stocks curtailed trading. 
Woodfree ‘printing registered forward 
transactions but the volume of business 
was curbed by increased quotations. 
Transparent cellulose paper of Con- 
tinental origin was short; buyers 
therefore bought British goods. 
MG pure sulphite registered  sub- 
stantial purchases by Korea. De- 
mand for tissue paper was strong but 
Korean traders wanted only goods with 
certificates of origin. Newsprint in 
reels noted more enquiries from Korea. 
Newsprint in reams enjoyed only 
local consumption. Canadian news- 
prints registered indent advances. 
Posyer was low in stock and prices 
moved up. on steady local and export 
demand. Unglazed kraft was purchased 
by Thailand; price climbed _ up. 
Mechanical printing depressed by heavy 
stock despite Korean support. Straw 
board enjoyed active local demand; 
prices improved. Aluminium foil eased 
slightly as new arrivals were expected. 

Metals: The metal market witnessed 


snore support from local consumers 
than from exporters. An _ outstanding 
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feature was the enquiry from US. for 
Hongkong manufactured steel wire 
rope, which was also favoured by Thai- 
land and North Borneo. Scrap iron 
and cast iron were wanted by Japan 
and India. Local dealers booked more 
tinplate waste waste to meet the steady 
demand. Black iron pipe received in- 
creased buying support and price went 
up because of low stock. Indent prices 
of copper wire, mild steel plate and 
aluminium sheets moved up, causing 
advances on the local market. Tin was 
sought after by India; price advanced 
when supply dwindled. Wire rods were 
bought by Burma but prices were 
weighed down by heavy stock. Local 
demand for baling hoops, zinc sheets, 
black plate waste waste, steel window 
sash bars and misprint tinplate waste 
waste stimulated prices of these items. 
Mild steel joint advanced on increased 
indent price. Iron wire nails and iron 
wire went down under heavy stock. Mild 
steel angle bars registered purchases 
by Thailand, while high selling quota- 
tions of mild steel round bars curbed 
buying interest. Wolfram received en- 
quiries from London where price had 
advanced to 263/ per ton; the supply 
condition here was low and uncertain. 


Industrial Chemicals: Prices of 
popular items were firm. There were 
more enquiries than orders from Korea 
and S.E. Asia. Stearic acid boosted on 
higher indent cost as well as continued 
enquiries from Korea. Formalin, red 
phosphorus, and potassium carbonate 
registered purchases from the same 
source. Paraffin wax was limited to 
local trading as Korea negotiated direct 
shipments from producing countries. 
Shellac enjoyed better demand and 
prices improved on indent increases. 
Copper sulphate also advanced on 
higher indent cost. Stock of sodium 
nitrate was short; price improved. Ex- 
port demand for caustic soda and 


sodium perborate was weak; prices 
remained firm on low stock. Borax 
granular and titanium dioxide were 
both short in stock but weak demand 
prevented gains. Sodium hydrosulphite 
and gum arabic registered advances. 
Petrolatum, soda ash, and tanning ex- 
tract remained steady with local de- 
mand. 

Pharmaceutica!s: Purchases from 
Korea and Vietnam activated the phar- 
maceutical market. Prominent among 
Vietnam purchases were penicillin pre- 
parations and sulfonamides; the latter 
were also favoured by Korea Ship- 
ments to Korea included aspirin powder, 
atophanyl ampoule, phenacetin, acetani- 
lide and caffeine alkaloid. Potassium 
iodine had some export enquiries while 
quinine ethylearbonate was favoured by 
S.E. Asia. Singapore purchased - some 
eye lotion. Local demand _ covered 
dihydro-streptomycin, aureomycin cap- 
sules, DDT powder, penicillin prepara- 
tions and ferri-ammonium citrate. San- 
tonin crystals declined due to lower 
indent cost. 

Cotton Yarn & Piece Goods: Demand 
for cotton yarns improved at the end 
of the week but prices went from steady 
to easy on account of arrivals from 
Pakistan. Enquiries were received from 
Thailand, Burma, Indonesia, and Pnom- 
penh, but no transaction was concluded. 
Hongkong yarn maintained steady price 
and usual support by local weavers. 
Indian yarn yielded under selling pres- 
sure, while Japanese yarn remained 
firm with light trading. Prices of tex- 
tiles registered further advances. 
Chinese textiles drew warm _ support 
from local bleaching factories. More 
orders were received for Hongkong pro- 
ducts from U.K. and Indonesia. Japa- 
nese white shirting remained slow. 

Rice: Local consumption remained 
normal. Thai rice slipped slightly due 
to more arrivals. 


FAR EASTERN 


Economic REVIEW 


Flour: Indent prices of American 
products went down about 10%. Cana- 
dian and Australian flour also register- 
ed slight reduction. Local market re- 
mained sluggish on account of weak 
export demand. 

Sugar: The market remained feature- 
less. More supplies were expected 
from Taiwan. Taikoo granulated and 
refined maintained steady local demana. 
Japanese granulated registered slight 
gains but no business was done in Japa- 
nese fine. Malt sugar improved on 
short. stock. Cuban brown registered 
slight gains while Australian brown re- 
mained unchanged. 

Cement: More supplies reached here 
from Japan; prices prevailed with very 
little fluctuation. Hongkong products 
were steady while imports from China 
were limited to small quantities. 

Miscellaneous: Woollen yarn enjoyed 
seasonal demand with prices turning 
bullish. Glass maintained steady de- 
mand from Okinawa, Thailand and local 
builders. 

Hongkong Products: U.K. decided 
to refrain from restricting the im- 
port of Hongkong and Indian tex- 
tiles. Orders from Indonesia for enamel- 
ware totalled 2,000 cases this month. 
Weaving and spinning factories here 
are now fully booked for the next six 
months by U.K., Indonesia, and Africa. 


